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THE U.S. POSTAL SERVICE: 101

TUESDAY, APRIL 17, 2007

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON FEDERAL WORKFORCE, POSTAL

SERVICE, AND THE DISTRICT OF COLUMBIA,
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 10:04 a.m. in room

2247, Rayburn House Office Building, Hon. Danny K. Davis of Illi-
nois (chairman of the subcommittee) presiding.

Present: Representatives Davis of Illinois, Norton, Sarbanes,
Cummings, Kucinich, Clay, Lynch, Maloney, Marchant, and
McHugh.

Staff present: Tania Shand, staff director; Lori Hayman, counsel;
Cecelia Morton, clerk; Alex Cooper, minority professional staff
member; and Kay Lauren Miller, minority staff assistant.

Mr. DAVIS OF ILLINOIS. The subcommittee will come to order.
Let me apologize for being a few minutes tardy. I had 45 young

people from the Kip Charter School that I had promised to see.
They got caught in traffic and were a little late. But thank you all
for coming.

Let me welcome Ranking Member Marchant, members of the
subcommittee, hearing witnesses, and all of those in attendance.
Welcome to the Federal Workforce, Postal Service, and the District
of Columbia Subcommittee hearing on the U.S. Postal Service: 101.

Hearing no objection, the Chair, ranking member, and sub-
committee members will each have 5 minutes to make an opening
statement, and all Members will have 3 days to submit statements
for the record.

Ranking Member Marchant, who is stuck in a storm, members
of the subcommittee, hearing witnesses, and the entire postal com-
munity, welcome to the first hearing the subcommittee will hold on
the U.S. Postal Service in the 110th Congress. As I understand it,
this hearing is long overdue. There has not been an oversight hear-
ing on the Postal Service in close to a decade, and this will be the
first of many.

The U.S. Postal Service performs a valuable national service. It
delivered over 213 billion pieces of mail to over 146 million delivery
points in 2006. Almost $72 billion was s pent in providing these
and other postal services required as part of the meeting of Postal
Service needs and the universal service mandate.

To ensure the financial service of the Service and its primary
function of mail delivery, last year the Congress passed the Postal
Accountability and Enhancement Act of 2006. The act is a direct
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result of the postal community coming together and reaching agree-
ment on work sharing, rate setting, pricing, flexibility, diversity,
and a number of other provisions to ensure that the Service can
compete in today’s marketplace.

To ensure compliance with the act, the subcommittee is going to
conduct aggressive postal oversight and monitoring the implemen-
tation of the Postal Accountability and Enhancement Act of 2006.

In addition to the act, the subcommittee will look into mail deliv-
ery services in Chicago, diversity in Service’s upper management,
and it will engage the postal community in a discussion about out-
sourcing the delivery of U.S. mail. Highway contract routes, are a
long-established and accepted postal transportation contracts that
are used for bulk mail and delivery services in rural areas. What
is less established is the Service’s use of contractors to deliver mail
to suburban and rural areas and whether or not this practice is
good public policy. These issues and others raised during this hear-
ing will be the basis for future subcommittee hearings.

Before I thank today’s witnesses for taking the time to testify be-
fore this subcommittee, I also want to announce that today Senator
Akaka and I will introduce legislation honoring public servants
during Public Service Recognition Week, May 7th through May
13th. The mail does not get delivered and the Government cannot
function without dedicated public servants. I am pleased to make
this announcement during this hearing, because the Postal Service,
through its employees, ensures equal access to secure, efficient and
affordable mail service, and they should be commended for it.

In closing, I ask unanimous consent to submit for the record the
statement of Representative Jan Schakowsky, a Democrat from Illi-
nois, and other Members wishing to submit statements for the
record.

Hearing no objection, those will be submitted.
[The prepared statement of Hon. Danny K. Davis follows:]
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Mr. DAVIS OF ILLINOIS. At this time I would like to extend 5 min-
utes for an opening statement to members of the subcommittee.
The gentleman from New York, Mr. McHugh?

Mr. MCHUGH. Mr. Chairman, thank you. I will not take 5 min-
utes.

This is deja vu all over again for some of us, Mr. Chairman. I
do have a statement that I am going to ask unanimous consent can
be entered in its entirety in the record.

Mr. DAVIS OF ILLINOIS. Without objection.
Mr. MCHUGH. I would say to you, Mr. Chairman, congratula-

tions, not just for holding this hearing, although certainly that is
important, but for taking up this gavel. I look forward to working
with you as we have in the past on these kinds of very critical
issues.

It has been 10 years, as you noted. I think that is why we have
a lot of pent-up interest here today. Obviously, this is a new era
based on a new paradigm for the Postal Service. Many, many folks
in this room joined us in working long and hard in helping to con-
struct the first postal reform legislation in more than 35 years. I
am looking forward to hearing some of the perspective held by
those individuals in the early days of this new reform.

So, Mr. Chairman, again with my words of appreciation and an-
ticipation toward our four panels, I would yield back the balance
of my time.

Mr. DAVIS OF ILLINOIS. Thank you so very much. I appreciate the
comments of the gentleman from New York, who has labored long
and hard on these issues. We look forward to working with you
continuously through this session.

Mr. Lynch.
Mr. LYNCH. Thank you, Mr. Chairman.
I will take an opportunity to use a brief amount of time. I would

like to thank you and Ranking Member Marchant for holding this
hearing. I would also like to thank today’s panelists.

Last year witnessed the enactment of H.R. 6407, the Postal Ac-
countability and Enhancement Act. That was the first major reform
of the U.S. Postal Service in over 35 years and the result of a dec-
ade-long effort led by the distinguished chairman of our sub-
committee, Mr. Davis, the chairman and ranking member of our
full committee, and Mr. Waxman and Mr. Davis of Virginia and
Mr. McHugh of New York.

However, while this legislation constitutes an important first
step toward addressing the financial challenges faced by the Postal
Service, we must continue to exercise proper oversight of this insti-
tution to ensure the responsible implementation of the act and
safeguard the best interests of our postal workers, our partners,
our greatest asset toward effecting a meaningful postal reform.

The bravery, dedication, and sacrifices made by our Postal Serv-
ice workers was never more evident than in the weeks following
September 11th, during which a series of anthrax attacks were con-
ducted through the U.S. mail system. Tragically, two employees of
the Brentwood mail sorting facility, Joseph Curseen, Jr., and
Thomas Morris, Jr., were among the victims of these attacks. At
the time, every one of our postal workers—every clerk, every car-
rier, every mail handler—was faced with the very difficult choice
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between continuing to come to work under very difficult and dan-
gerous conditions and staying at home, and thereby risking the sta-
bility of our own economy. It was a special responsibility and di-
lemma for our Postal union representatives, who had the dilemma
of sending their members, sending their workers into an area
where we knew there was anthrax contamination.

Behind the scenes on the September 11th attacks and thereafter,
there was much hanging in the balance. At the end of the day, the
postal unions and the postal workers went to work and the mail
kept running; however, not without great concern.

As we all know, America’s postal workers chose to come to work
because they considered it their patriotic duty to do so. Accord-
ingly, I believe it is our duty to safeguard the best interests of
America’s postal workers as the long process of modernization of
the U.S. Postal Service moves forward. To this end, I welcome the
continued input of our postal worker unions, the American Postal
Workers Union, the National Association of Letter Carriers and the
National Postal Mail Handlers Union and the National Rural Mail
Carriers Association in this hearing.

Thank you, Mr. Chairman. I yield back the balance of my time.
[The prepared statement of Hon. Stephen F. Lynch follows:]
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Mr. DAVIS OF ILLINOIS. Thank you, Mr. Lynch.
Delegate Norton.
Ms. NORTON. Thank you, Mr. Chairman. I very much appreciate

that we are having an early oversight hearing on the Postal Service
and that our committee has reincorporated the Postal Service into
this subcommittee. It is very important oversight.

What your chairmanship and the new committee configuration
promises is the kind of continuous oversight that this most very
important service of the United States of America deserves.

The Postal Service and I have gone through a lot together be-
cause of the trauma at Brentwood and the heroic way in which
both the employees and management faced that extraordinary and
unique situation. There were bumps along the way, but if one
walks into that new facility and to the other facilities here in the
region, one sees the resiliency of postal workers and of the way in
which management and workers have worked together, not only to
recover but to move forward in ways that we believe provide far
greater safety.

The new Brentwood is no longer the Brentwood. It has been ap-
propriately renamed for the two employees who lost their lives. I
think that the entire country now has come to grips with the im-
portance of safety first, particularly given the way in which we all
depend upon a vital service like the Postal Service. So my con-
gratulations go to employees and to management for the way in
which they have come to grips with this unique and awful crisis.

Mr. Chairman, I heard the piece on NPR this morning. I don’t
know if you have mentioned it. I was in the shower this morning
and I heard the melodious voice of our own chairman. It is a voice
that you could recognize anywhere. He was describing the upcom-
ing hearing. What I was surprised to hear about, however, was
that there had been some slippage since the bad, old days.

I am not sure what the figures show in the District of Columbia,
but I have very painful recollections of the early 1990’s when this
region was at the bottom in delivery time, and I must tell you I
have never seen anything like what the Postal Service in this re-
gion did. It went to the very top. So I have seen what the Postal
Service can do. I have seen what the Postal Service can do in the
midst of the worst crisis imaginable, the anthrax crisis. And I have
seen what the Postal Service can to when this region, in particular,
is in the pits and then rises to the top.

I was concerned that Chicago had not had the same experience
we had, or perhaps you are having the same experience we had,
that you are now below the average and you yearn to be at least
average and perhaps where I suppose we still are—and I will have
to check that out—but where we were was at the very top.

This hearing comes, I think, in time and with the kind of over-
sight that I can tell you that with oversight, with oversight the
Postal Service, in fact, corrected the problem in this region. With
oversight, I have no doubt that the very same will happen in the
Chicago region.

I thank you again for this hearing, Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Thank you very much. I can assure you

that Chicago shall follow the District of Columbia and in the next
hearing we will see tremendous improvements.
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Our first panel is seated and I would like to just introduce them
before they testify.

Panel one: John Potter was named 72nd Postmaster General of
the United States of America on June 1, 2001. Jack Potter has led
the Postal Service to record numbers of service, efficiency, and fi-
nancial performance.

Our second witness, Mr. James C. Miller III, was elected chair-
man of the Board of Governors of the U.S. Postal Service in 2005.
In addition to serving on the Board, he is senior advisor to the
international law firm of Blackwell, Sanders, Pepper and Martin.
The Postmaster General and Deputy Postmaster General serve at
the pleasure of the Governors.

Our third witness, whom we have known in another life, Mr.
Dan Blair, serves as the first chairman of the Independent Postal
Regulatory Commission, the successor agency to the former Postal
Rate Commission. He was unanimously confirmed as a commis-
sioner of the former Postal Rate Commission on December 9, 2006,
by the U.S. Senate, and designated chairman by President George
W. Bush on December 15, 2006.

Gentlemen, thank you very much.
It is our policy that all witnesses are sworn in, so if you would

rise and raise your right hands.
[Witnesses sworn.]
Mr. DAVIS OF ILLINOIS. The record will show that each witness

answered in the affirmative.
Thank you very much.
Of course, your entire statements will be placed in the record.

You have been through this many, many times, so you know the
drill. The green light indicates that you have 5 minutes to summa-
rize your statement. The yellow light means that time is running
down and that you have 1 minute remaining to complete the state-
ment. Of course, the red light means that time has expired and we
would hope that witnesses would stop.

We will begin with our Postmaster General. Mr. Potter, welcome
and thank you very much for being here.

STATEMENTS OF JOHN E. POTTER, POSTMASTER GENERAL/
CEO, U.S. POSTAL SERVICE; JAMES C. MILLER III, CHAIR-
MAN, BOARD OF GOVERNORS, U.S. POSTAL SERVICE; AND
DAN G. BLAIR, CHAIRMAN, POSTAL REGULATORY COMMIS-
SION

STATEMENT OF JOHN E. POTTER

Mr. POTTER. Good morning, Mr. Chairman and Ranking Member
Marchant and all the members of the subcommittee. I am honored
to be here as America’s postal system enters a new era.

It is appropriate that I am joined by Board of Governors Chair-
man Jim Miller and Postal Regulatory Commission Chairman Dan
Blair. Our ability to work together as roles are changing is critical
to the success of the new law. The Postal Reorganization Act of
1970 converted a heavily subsidized Post Office Department into a
self-supporting Postal Service, one defined by excellent service, cus-
tomer satisfaction, and productivity improvement. Our people have
done an outstanding job.
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Unfortunately, significant changes in the communications and
delivery markets have made continued success under the original
law problematic. That is why our Nation is fortunate that so many
have recognized this and acted to preserve affordable, universal
Postal services.

I appreciate the efforts of this committee, both houses of Con-
gress, Comptroller General David Walker, the administration, and
the President’s Commission on the U.S. Postal Service. It is my
hope that 30 years from today a future Postmaster General will sit
at this table and report on the progress made possible by the Post-
al Accountability and Enhancement Act of 2006.

Unfortunately, our business model remains broken, even with
the positive pricing and product changes in the new law. With the
diversion of messages and transactions to the Internet from the
mail, we can no longer depend on printed volume growing at a rate
sufficient to produce the revenue needed to cover the costs of an
ever-expanding delivery network.

This is not to say that the new law does not offer opportunities.
We are in a better position than ever to respond quickly to market
conditions, and we will operate far more nimbly in the expedited
and packaged product sectors. Growth is our greatest challenge, as
we shift from a transaction-based mail stream to one centered on
lower-margin marketing and advertising mail.

People are also finding new uses for their mail. The State of Or-
egon conducts elections through the mail, resulting in greater voter
participation. This is encouraging and presents a unique oppor-
tunity for our democracy. We will continue our work with all mail-
ers and the use of the latest technology to add even more value to
the mail.

One example is the new intelligent mail bar code. It improves
quality, cuts costs, and increases convenience for mailers and for
the Postal Service. The good news is that marketers have learned
that direct mail adds to the value of campaigns, and that mail com-
plements other advertising media, including the Internet. Overall,
direct mail is among the fastest-growing and most effective adver-
tising channels in America today, and that is why I am bullish on
the mail. But I am also a realist. Success under the new law will
not be easy. We have never worked under a fixed rate cap. We
have never had to manage our costs by class of mail. Both, to me,
are extremely challenging.

Because we have little control over some costs such as fuel and
employee retirement and health benefits, we must maintain an in-
tense focus on managing what we spend. Keeping our rates under
the rate cap, and being able to pay our employees a fair wage re-
quires us to find ways to remove an additional $1 billion in costs
each year. Our preferred path to staying under the rate cap is to
achieve productivity targets consistent with the needed billion dol-
lars in savings. Management and the unions can and should work
together to increase productivity in processing, retail, and delivery
operations, thus keeping costs at or about the rate of inflation.

If we do not do that, we will have created a situation that re-
quires other action such as reducing service or contracting out.
Since the earliest days of America’s Postal system, contractors have
transported and delivered the mail safely and securely. They are
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screened by the Postal Inspection Service, and, like career employ-
ees, are subject to legal penalties under Title 18 of the United
States Code for criminal mishandling of the mail.

Procedures governing contracting out are contained in the labor/
management agreements with our unions. They are a product of
complex give-and-take that marks collective bargaining. Let me as-
sure you that it is not, it is not our intention to take delivery work
performed by Postal employees and contract that work out. We do
contract out new deliveries, but only in those locations where it
makes sense, and in accordance with our national labor agree-
ments. Of new deliveries, those new homes and businesses in 2006,
94 percent are currently being served by U.S. Postal Service city
and rural letter carriers. I do not foresee laying off any carriers as
a result of out-sourcing. That is something I pledge not to do.

I stand ready to work with our unions to secure the future of our
organization, its people, and the people we serve.

In closing, let me reiterate my sincere belief that the Postal law
offers opportunities for the Postal Service and the entire mailing
community. We will take full advantage of these opportunities in
support of our historic mission of providing affordable, universal
mail service to our Nation.

Let me just say, since Delegate Norton brought it up, Washing-
ton, DC, remains the top performer in the country.

Mr. Chairman, you know that I am committed to Chicago and
the folks in Chicago to provide similar results and a similar turn-
around as was seen in Washington, DC.

I would be pleased to answer any questions you may have after
the remaining speakers.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Potter follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Postmaster
General.

Now we will proceed to Chairman Miller.

STATEMENT OF JAMES C. MILLER

Mr. MILLER. Thank you, Mr. Chairman, Mr. McHugh, Mr. Lynch,
Mr. Sarbanes. Thank you for inviting us here today. Thank you for
holding this hearing. We are always looking for ways and opportu-
nities for improving our service.

I have a statement that I submitted for the record. I ask it be
included in the record.

Mr. DAVIS OF ILLINOIS. Without objection.
Mr. MILLER. Thank you very much.
It is a statement on behalf of the Board of Governors, the entire

Board of Governors of the Postal Service. Our message to you today
is that all of us, the Postal Service employees, the Postal Regu-
latory Commission, the customers of the Postal Service, and Mem-
bers of Congress must all pull together if this enterprise is to pro-
vide the kind of service at reasonable prices that the American peo-
ple have come to expect. Yes, we have made substantial progress
in the last few years: transformation plan, rate increases below in-
flation, increased quality, contraction of the labor force, streamlin-
ing the network, overcoming challenges of higher fuel costs, paying
off $11 billion in debt, and 7 years of increased productivity.

However, the centuries-old social compact that has characterized
the Postal Service, where you could defray almost any level of cost
by raising the price on monopoly mail, just doesn’t work any more.
That compact is broken. The reason is that we are in a competitive
environment. In the economists’ terms, the demand for monopoly
mail is shifting to the left and becoming more and more elastic as
time goes forward from competitive sources. They just simply can’t
do that any more. We have to re-evaluate.

The business model, as my friend Jack Potter has indicated, is
broken. By the way, I am delighted and honored to be here with
Mr. Potter and Mr. Blair and the other panelists that will appear
before you today.

We have to be much more consumer oriented. I have in my state-
ment an example of where I bought some stamps in Los Angeles,
and the Postmaster came out and thanked me personally for buy-
ing so many stamps, and saying if there is anything else she could
do, she would be glad to do that.

I also gave an example of a letter carrier who complained about
a bunch of mail that I had proffered. Now, it could have been the
other way around. It could have been the mail carrier had done the
customer work, and we have all had mail carriers that have been
delightful and been very solicitous of our business and postmasters
that have not been so solicitous. But we have to be more solicitous
of our customers. We have also got to listen to the needs of our cus-
tomers, even anticipate the needs of our customers. We have also
got to be much more innovative. We need more win/wins, like the
forever stamp. The forever stamp is good for us and it is good for
customers. Automated postal service where you go in and are able
to weigh something, mail it right there, click and ship, grade inno-
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vation. Our Web site, which is visited by a lot of people every day,
very useful. I visit it all the time.

We need better metrics, as the GAO has pointed out. We need
to, as my friend Allen Murton over at George Mason University
said, what gets measured gets better. If we have the right meas-
ures, things will get better.

Even more attention to cost is needed. Flats processing machines
hold potential for substantial savings.

By the way, on the cost side you need to bear in mind that this
new law adds cost to the Postal Service, not just in terms of the
costs that we have had recently announced in February, but adds
cost, Sarbanes/Oxley and other things.

We need to make the structure of rates more closely approximate
the structure of cost. I gave an example in my testimony. When I
was at the undergraduate University of Georgia I worked at a
hardware store, and the manager gave me the key to reading the
little script on there that told me what the wholesale price was of
any big item and authorized me to negotiate down to the wholesale
price. And then after a while I began to think, if we sold everything
at wholesale price there wouldn’t be anything left over to pay the
rent, the building, the light bill, and my meager salary. Now, the
Postal Service can’t sell at wholesale rates, either. We have to do
better than that.

I think it is really important, and my colleague over here, Mr.
Blair, and his colleagues at the Postal Rate Commission, how they
establish the parameters of our competition in our monopoly or
non-competitive sector and also in our competitive sector.

I remember when I was chairman of the Federal Trade Commis-
sion, Chairman John Dingle of the Commerce Committee empha-
sized to me, he said, if I am given the choice of writing the goals
of a bill and writing the process, I will choose the process every
time and I will beat you ever time. The process is really key here.

Members of Congress can help. To ban contracting out is a very
bad idea. As Jack has just said, we don’t anticipate additional con-
tracting out right now. Contracting out is only, like, 2 percent of
our total deliveries. I mean, this is just a small sliver, but to ban
it, to put us in a box and say never is a very bad idea.

You also need to give us more running room with respect to the
streamlining of our logistics system. Constant restraints on our
ability to streamline is very costly. It costs all of the mailers.

Mr. Chairman, by the way, we would like to have better relations
with Congress, the Board and the Postal Service management both.
I think it is only that way we can find out what your concerns are,
and also you can find out what our problems are.

The Postal Service is the 57th largest enterprise in the world
measured by annual sales. It is the 20th largest domestically. It
carries 44 percent of the world’s mail. Its pickup and delivery goes
to 146 million homes six times a week. It is in the top 25 most re-
spected companies in America. It is the most respected Government
agency. All that is a tribute, in my judgment, to our distinguished
Postmaster General, Jack Potter, and his team at the Postal Serv-
ice, and to postal employees. We are proud of the record that we
have and we want to make it even better.
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At the appropriate time, Mr. Chairman, I would be happy to an-
swer and respond to any of your questions.

[The prepared statement of Mr. Miller follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Chairman.
We now will proceed to Chairman Blair.

STATEMENT OF DAN G. BLAIR
Mr. BLAIR. Good morning, Chairman Davis, members of the sub-

committee. Thank you for the chance to testify here this morning.
I thank you for the opportunity to appear here on the panel today
with Postmaster General Potter, as well as Chairman Miller. I also
want to give a brief thank you to you for your interest in the Postal
Service over the years, and especially thank you to John McHugh
for your efforts over the last 12 years in bringing this to fruition.
I think that your efforts have paid off, so thank you very much.

I also want to acknowledge my fellow commissioners here with
me this morning, and Vice Chairman Tisdale, Commissioners
Goldway, Hammond, and Acton, who are in the audience this
morning.

The passage of the Postal Accountability and Enhancement Act
represents a profound change in our regulatory functions and sig-
nificantly enhances the Commission’s authority. As noted, the Post-
al Service will have more autonomy in setting rates, particularly
for its competitive products. However, the ability to increase rates
for market dominant products will be limited ordinarily by in-
creases in the Consumer Price Index. The act assigns continued
oversight responsibilities to the Commission.

The law equips the PRC with authority to use new enforcement
tools, including subpoena authority; the authority to direct the
USPS to adjust rates and take other remedial actions; and the im-
position of fines in case of deliberate noncompliance with applicable
postal laws.

We will analyze and report on the Service’s compliance with the
new law, consider complaints, and report on a regular basis to the
President, Congress, and the public.

The Commission is fully engaged in implementing the strength
and regulatory responsibilities required by the act, as well as com-
pleting pending business in the previous law. We understand that
transforming the Commission into the regulator envisioned by the
reform legislation will result in changes to our organizational struc-
ture and work force capacity. The PRC is working with an outside
expert in this regard.

Regarding old business, on February 26th the Commission ren-
dered its recommended decision on the most recent omnibus rate
case. This was the first fully litigated case since 2001. We audited
the Service’s projected revenue needs and made adjustments to
their initial estimates based on subsequent Postal Service refine-
ments of these estimates. We also recommended improvements in
the design of rates for many postal products at the Service’s re-
quest to align rates more closely with shape.

Our decision relied on well-established ratemaking principles, in-
cluding a reaffirmation of the principle that work-sharing discounts
should be limited to the amount of the cost savings accrued to the
Postal Service, the approach ratified by the act.

On March 19th the Postal Governors endorsed the Commission’s
rate recommendations with tree limited exceptions, including those
for standard rates, flats, mail. On March 29th the Commission

VerDate 17-JUN-2003 10:16 May 29, 2008 Jkt 000000 PO 00000 Frm 00038 Fmt 6633 Sfmt 6633 C:\DOCS\40873.TXT KATIE PsN: KATIE



35

issued an order establishing procedures for further consideration of
these issues and invited comments from interested parties before
the end of this month. Because the Commission deliberations are
ongoing, I hope people will understand that it is inappropriate for
me to address them specifically at this time.

One of the most critical responsibilities the act assigns to the
Commission is the establishment of a modern system for regulating
rates and classes for market-dominant postal products. We are
moving quickly to develop regulations for the new ratemaking sys-
tem.

The Commission published an advanced notice of proposed rule-
making on January 30th soliciting public comments on how the
Commission can best fulfill its responsibilities and achieve the ob-
jectives of the act. The initial round of comments was due on April
6th, and reply comments are due May 7th. To date, 32 parties have
submitted comments.

Creating a regulatory framework for the establishment of a more
modern rate setting process is only one of the many actions facing
the Commission. The act directs the Postal Service, in consultation
with the Commission, to establish service standards for market-
dominant products and assigns regulatory oversight to the Com-
mission. The act also directs the Postal Service and the Commis-
sion to consult on developing a plan for meeting these standards.
We look forward to full consultation, as envisioned by the act, with
the Service later this spring and summer.

A key aspect of the Commission’s ongoing efforts is outreach, so-
liciting input from postal stakeholders, especially mail users, in
consultation with other Government agencies such as Treasury,
State, the FTC, Customs and Border Protection, the Postal Inspec-
tor General, and the GAO. Appearing before this subcommittee
today and hearing your views and concerns is a critical part of this
process.

Mr. Chairman, the benchmarks established for the Commission
pose some daunting challenges, especially in light of the Postal
Service’s opportunity to file one last omnibus rate request under
prior law. There is no question that this final rate case will divert
Postal Service and Commission resources that, in my view, would
be better devoted to developing a new system of regulatory over-
sight. Nevertheless, the Commission is committed to timely per-
formance of all its statutory obligations, and to doing so in a rea-
soned and balanced manner.

Mr. Chairman, members of the subcommittee, thank you for this
chance to testify today. I ask that my written statement be in-
cluded in the record, and am happy to answer your questions.

[The prepared statement of Mr. Blair follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Blair.
We will now move to the question and answer part of this. I will

begin.
Mr. Postmaster General, why don’t I begin with you. All of us are

proud of the Postal Accountability Act, which was signed into law
on December 20, 2006, which replaced the Federal body that regu-
lated the U.S. Postal Service, the Postal Rate Commission, with the
Postal Regulatory Commission, and gave this new entity greater
powers.

My question is: what do you see in the mix of all of this, and
what do you view as the greatest challenges in implementation of
the Postal Accountability Act?

Mr. POTTER. Mr. Chairman, probably the initial challenge is to
develop the regulatory process, and what we are doing is we are
working as closely as we can with Dan Blair and his fellow Com-
missioners and the Postal Regulatory Commission, as well as mail-
ers, to make sure that the product of this regulatory process serves
the people that it was intended to, and that is the mailing commu-
nity. So we are working very closely to develop that process. There
are some hurdles in the new law that, quite frankly, as my testi-
mony stated, are going to be a challenge for us. We have never at-
tempted to manage our cost by product line, which is what this is
asking us to do. We have always taken a tact of we would make
investment that would produce the biggest return for the Postal
Service, not by class of mail but by bottom line for the Postal Serv-
ice, and it is going to have us rethink some of our investment strat-
egy so that we can meet the tenet of the law, which basically says
keep your rates below inflation by class of mail.

Another issue is going to be the transition and the establishment
of service standards for all classes of mail and tracking systems for
all classes of mail. We do have standards now that we are working
with the Mailers Technical Advisory Committee on, as well as
other mailers, people who use the mail, but establishment of those
standards and goals at the same time to me is problematic. I be-
lieve that we should establish the standards, we should put meas-
urement systems in place, but we shouldn’t establish a goal until
we have some base of performance, and then, again, establish a
goal off of that base.

But, in addition to that, the law calls for more transparency
under Sarbanes-Oxley, and we are going to have to work very hard
to live up to what the law is asking us to do.

Let me assure you, though, that we are committed to implement-
ing the law and to taking full advantage of the flexibility that is
built into the law. We understand why different provisions are put
into the law. We are going to live, again, up to the spirit of that,
and we hope to take advantage of the flexibility for pricing that is
built into the law, as well as take advantage of the fact that we
are going to be allowed to compete for package services, expedited
services, and others as decisions are made along the lines of what
is a competitive product and what is a market dominant product.

Mr. DAVIS OF ILLINOIS. Thank you very much.
On January 23, 2007, the Inspector General’s office issued an in-

ternal report concerning Cintas, which is a service contractor that
provides a full range of services from uniform programs, interest

VerDate 17-JUN-2003 10:16 May 29, 2008 Jkt 000000 PO 00000 Frm 00047 Fmt 6633 Sfmt 6633 C:\DOCS\40873.TXT KATIE PsN: KATIE



44

mats, to restroom supplies, and promotional products. The inves-
tigation centered on Cintas adding a randomly calculated addi-
tional charge or environmental charge to its services. The report ul-
timately recommended that the Postal Service consider suspension
and debarment of the Cintas Corporation. Have you, since this rec-
ommendation, renewed this contract? And if so, can you tell the
committee why?

Mr. POTTER. I am not familiar with that contract.
Mr. DAVIS OF ILLINOIS. Thank you.
[The information referred to follows:]
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Mr. DAVIS OF ILLINOIS. You recently announced that 100 new
carriers would be brought on board in Chicago.

Mr. POTTER. 200.
Mr. DAVIS OF ILLINOIS. 200 new carries would be brought on

board to shore up delivery capability. Overall, we have seen the
number of carriers falling by more than 9,000 in the last 5 years,
according to the annual report. We are talking about across the
board. Is there a connection between these reductions in the carrier
work force and the delivery problems that we are seeing in various
parts of the country?

Mr. POTTER. The bulk of the reduction in the city carrier work
force is the result of increased use of automation on the part of—
or increased bar coding capability of letter mail for those carriers.
So mail that we can put a bar code on, we are able to put into walk
sequence for the letter carriers, and so the letter carrier work is
more productive.

In the case of Chicago and in a couple of cases around the coun-
try, we have had decisions made by local management not to hire
the authorized carrier levels, and when those come to our atten-
tion, we basically work with the local management to bring those
carrier staffing levels up to speed. So we are monitoring that from
a national level, and Chicago is an example of where the national
authorized staffing for that local area was allowed to be dropped
below what our recommendation would be, and so that is why we
are hiring the carriers.

We now are in the process of checking around the country to see
whether or not other situations like that exist. But the bulk of the
reduction in city letter carriers is a result of improved productivity.

Mr. DAVIS OF ILLINOIS. Thank you very much.
I see that my time has ended, and so we will go to Mr. McHugh.
Mr. MCHUGH. Thank you, Mr. Chairman.
General Potter, you heard Chairman Blair’s comments about his

concerns about your filing another rate case under the old system.
What can you say to assuage some of Chairman Blair’s concerns,
and I might add some of the concerns I have heard amongst the
mailing community, if anything?

Mr. POTTER. Well, I the provision in the law allows us to file one
more time under the old rules, and I think that was a good provi-
sion of the law because it basically anticipated that it would take
some time for the new regulatory body to put in new regulation,
and by law they have to do that by June 2008. By law we have
to make a decision whether to file under the old rules or the new
rules by December 2007. So, being pragmatic, not knowing what
the new rules are, you have to move ahead with or anticipate that
you have to prepare a case as if you were filing under the old rules.
We are hoping that over the course of the coming months that the
Commission will be able to make some decisions that will give us
some guidance as to what the outcome of their decisionmaking
process on the new regulations is. Certainly that would weigh
heavily in terms of how the Board of Governors might make a deci-
sion on whether to file under the old rules or the new rules.

Mr. MCHUGH. So it hasn’t been a decision made?
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Mr. POTTER. No. No decision has been made. No new rules have
been promulgated. So we are kind of operating in the blind right
now.

Mr. MCHUGH. Of course, 18 months is the outside window.
Chairman Blair, do you think you have a chance of doing it before
then?

Mr. BLAIR. Well, I think we do. Last month we had the oppor-
tunity to engage in what was deemed to be a summit at the Bolger
Center, which we had about 300 folks, and at which the Post-
master General and I welcomed and talked about this issue.

One of the things that I wanted to throw out there was the idea
that we would get a framework in place by, say, maybe the fall—
October was the date that I mentioned—in order to allow the Post-
al Service the opportunity to have a rate increase under the CPI
cap as early as some time next year.

Now, I agree with the Postmaster General that the law clearly
envisions the opportunity for a new rate case filing, but I think
what the law didn’t really take into account was the fact that we
just completed one rate case right as the new law was being en-
acted, and so the question remains is there a need for a new base
case or can the omnibus rate case that just took place serve as that
base case.

I think there are some issues that still need to be sorted out, and
I think we can sort them out over the next few weeks. Initially I
was going to say over the next few months, but those 18 months
have now dwindled down to 14 months and time is flying by, and
so I think that we really need to make some decisions and work
this out over the course of the next few weeks.

Mr. POTTER. If I could?
Mr. MCHUGH. Sure.
Mr. POTTER. Hopefully my remarks have not created an impres-

sion that we are not working as closely as we can. These are very
complicated issues that deserve quite a bit of debate when it comes
to the regulation. And I am not just talking about a discussion be-
tween the Postal Service and the regulator; I am talking about the
entire mailing community participating in that process. So this
wasn’t meant to case aspersions; it is just, being a good business-
man, you have to sit back and say, all right, keep your options
open.

Mr. MCHUGH. No aspersions cast, or certainly none received.
Trust me, I know a little bit about the complexity of this bill. I un-
derstand the challenges therein.

You spoke about it. Your business model is still broken. Chair-
man Miller, you mentioned, underscored that, as well. You talked
about a need for what I believe I heard you describe as running
room to streamline your logistics system.

What kind of broken system are you dealing with? What still
needs to be fixed? Is this a legislative fix or administrative ap-
proaches? What kind of parameters?

Mr. POTTER. Well, let me try to clarify what the weakness is. The
weakness in Postal Service going forward is that our core product,
first class mail, is in a state of decline, so volume is declining. It
is a high margin product. It is largely transaction based—bill pre-
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sentment, bill payment—business mail. That product is very weak,
or is weakening over time with competition from the Internet.

So the challenge, from a Postal Service perspective, is to be able
to respond to that weakness in volume and revenue growth going
forward, as well as to change our processes and our infrastructure
in response to mailer behavior. As time goes on, there has been a
consolidation of printing industry, list processors, logistics compa-
nies. They are taking greater advantage of discounts that are avail-
able through the current rate structure, and as they do what we
end up with is under-utilized aspects of our network.

So our response to that low use of network assets might mean
consolidation of facilities or some other changes, staffing levels,
changes that are necessary to keep the Postal Service productive
and to, again, allow us to operate under the rate cap.

Mr. DAVIS OF ILLINOIS. Thank you, Mr. McHugh.
Mr. MILLER. Could I add, Mr. Chairman, just a moment please,

sir? On the question of a rate case under the old law versus the
new law, first let me say I think it is admirable, highly admirable,
that the Postal Regulatory Commission is moving forward with try-
ing to establish these parameters. I appreciate, Dan, your working
with us on that.

The Board of Governors has not yet decided what to do. It is
really their authority would be exercised here. I think the next step
is for us to decide what we would like to see in terms of a rate
structure, a new rate structure, and then we would look at whether
we could do that, accomplish that under the new law with the pa-
rameters that the Postal Regulatory Commission would set forth,
or whether we have to do that under the old law. That depends on
what the PRC comes up with, so we haven’t made that determina-
tion yet.

I will say to you—I think I am speaking on behalf of the other
Governors—that it is unlikely that in a new rate case we would
have an overall rate increase of anything more than the CPI. As
the new law contemplates, we would anticipate having rate in-
creases annually, something no more than the CPI by class, but
that determination is one that the Governors are focusing on, that
the staff of the Postal Service is helping us evaluate, and some out-
side people are helping us evaluate, as well.

Mr. DAVIS OF ILLINOIS. Thank you very much.
We will go now to Mr. Lynch.
Mr. LYNCH. Thank you, Mr. Davis, Mr. Chairman.
First of all I want to thank Mr. Potter, Mr. Miller, and Mr. Blair

for coming before the committee and helping with this work. At
these hearings I am required to do a little bit of disclosure. First
of all, my Mom was a postal clerk for 30 years, now retired. My
Aunts Sis and Kay, her two sisters, also clerks. My sister Linda is
a steward with the American Postal Workers Union on tour one.
My sister Karen is a postal worker on tour two. My Aunt Pat and
my Cousins Danny, Bill, Jimmy, Marie, and Joe—Joe was a busi-
ness agent for Letter Carriers Local 34 in Boston. So when people
suggested that fact that so many of my family are employed at the
Post Office might affect my objectivity here, I must say they are
problem right. [Laughter.]

It is the family business.
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First of all, I want to say that I am encouraged by the state-
ments, Mr. Potter, about trying to work together with your unions,
as well as with the postal supervisors and others, to solve our prob-
lems at the Post Office. I must confess that when I hear you say
that we are all pulling together, I must say that I think that the
postal workers are pulling harder than anyone, the employees of all
of our unions here. They are the ones that are doing the great
work, and they are the ones that I think are faced with the great-
est challenges.

I want to say that, while I see some managerial improvements,
I must also say that in some of my local Post Offices they have de-
cided to close the Post Office against the will of the employees and
the union at noon hour, where most people would actually use the
Post Office. I scratch my head at that development.

Second, I just want to say that, Mr. Miller, if you are truly inter-
ested in having a better relationship with Congress, I would
strongly suggest that you need to have a better relationship with
your employees. Those are the people who we rely on every single
day.

You cite quite rightly that the Post Office is recognized as one
of the top 25 most respected institutions in America today, but I
would just disagree that it is due to the great work of Mr. Potter.
I would suggest that it is due to the fact that the postal clerk when
I drop my mail off in the morning at my local Post Office, because
they greet me with a smile and total professionalism, that is why
the Post Office is so well respected. When my letter carrier comes
up my doorstep on time every day and very reliably and profes-
sionally delivers my mail every day, that is why the Post Office is
so widely respected. When my mail handlers work so hard, depend-
ing on wet weather in the northeast, and does a very professional
job, as well, that is why the Post Office is so widely respected. As
well, the supervisors who iron out the problems when they do arise
in such a big business, those are all the principal reasons why the
Post Office is so widely respected.

I just want to say this: in the history of this country, we re-
garded the delivery of the mail as so important to the national se-
curity and to the economy of our country that we made a decision
that we would put a special duty upon our postal employees that
they conduct their business in a continuous fashion. In order to en-
sure that, the Government took away the right to strike from our
postal employees, the very ability to stop work. They cannot stop
work. They must continue working. That was a precious right that
they surrendered to us.

Now I am hearing that this social contract, this agreement that
we made with our workers, is going to be jettisoned, that we are
going to go to privatization, we are going to pay some employees
less. I am wondering, if we are going to tear up that agreement,
that we are going to take away the right to strike from these em-
ployees but we are going to treat them with respect and dignity,
if we are going to tear up that agreement, my question to the three
of you is: are we also going to restore the right to strike to these
employees that we strip from them when we ask them to submit
to their labor? I find it troubling, this contracting out business.
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I just came back last night. I flew in last night from Iraq and
Afghanistan, and I heard continuous concerns from our civilian and
military departments that the contracting out of their services in
Iraq and Afghanistan have stripped them of capacity, stripped this
Government of capacity to perform its duties, at great cost.

I just ask you, is that what you are suggesting? Are we going to
renege on our agreement with our postal workers? And, if so, are
we going to restore to them the right to strike?

Mr. MILLER. Mr. Lynch, could I just respond? When I used the
term ‘‘social contract,’’ it was in the context of the ability of the
Postal Service to cover costs by raising price on letter mail. That
was what I meant by the term ‘‘social contract.’’ I didn’t imply that
we would tear up an agreement with respect to employees.

With respect to employees, let me say that I want to congratulate
the postal employees because I think there has been a change in
the attitude of so many postal employees. It is a cultural change
that has taken place in the last 10 years. A member of the U.S.
Supreme Court communicated to me his delight that the attitude
on the part of his local Post Office had changed dramatically over
the past several years, and he attributed this in part to the leader-
ship of Jack Potter, but also the recognition that we are in a com-
petitive environment now, and that is one reason.

But I think it is very important, it is essential that postal em-
ployees be part of this effort to be more consumer friendly and
more outgoing and outreaching to customers. We cannot survive
unless we are able to do that.

Mr. DAVIS OF ILLINOIS. Thank you very much.
Jack, did you want to respond?
Mr. POTTER. If I could.
First of all, I would like to say I am from the postal family, as

well. My father was in the business for 40 years, was a letter car-
rier and then was a member of the unions and worked his way up
in management, and I was a proud member of the APWU under
Bill Burress’ leadership and Beau Biller’s leadership, and so let me
just say that we cherish our employees. But we also have a busi-
ness challenge, and the hurdles actually got higher with the new
law in the sense that when you look forward you have to keep your
rates under inflation. I would be happy to share with you some of
our cost drivers, because it is really problematic. How do you sat-
isfy both sides?

If I could just make one statement, though, when it comes to the
notion that our employees do not have the ability to strike, in ex-
change for that they got binding arbitration, so where the Postal
Service management and labor organizations, when they can’t
reach an agreement through the collective bargaining process, that
disagreement goes to a third party. Whether it is the grievance
process or if it is a national contract, it goes to a third party to de-
cide, so that binding arbitration really was the tradeoff for strike.

As far as contracting out, there is a provision in each of the
agreements of our unions that was put in place in 1973 that was
a product of collective bargaining. In exchange for that provision,
management gave up a lot. We really have to be, in my opinion,
true to the collective bargaining process. I am firmly committed to
that. I just wanted to share that information.

VerDate 17-JUN-2003 10:16 May 29, 2008 Jkt 000000 PO 00000 Frm 00054 Fmt 6633 Sfmt 6633 C:\DOCS\40873.TXT KATIE PsN: KATIE



51

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Lynch. I am
pretty sure that both the Postmaster General and the employees
all will accept as many accolades as they can get, no matter which
direction they come from. We just hope that they keep earning
them and that they keep getting them.

We will move now to Mr. Clay.
Mr. CLAY. Thank you very much, Mr. Chairman. I thank the

panelists for being here.
Mr. Blair, you talked about an additional rate increase, I guess

coming within the next year. I heard Mr. Potter say that one of the
reasons for that is because of the decline in volume of the first
class mail. I just wondered, what is the justification for an addi-
tional rate increase? Can you tell the American public while they
are watching C-Span if they will have to pay an additional? We
know that May 14th we will go up $0.02 to $0.41 for first class
mail. Will they have to expect an additional increase? And why?

Mr. BLAIR. Well, I think, correctly, that the price of a first class
stamp will go up on May 14th. For periodicals mail, that was de-
layed until July. But as far as the prospects for a new rate increase
this year, I wouldn’t want to speak for the Governors of the Postal
Service within whom is vested the authority to file a rate increase.

So one of the things that the Commission had posited was
whether or not if we could get a new system of ratemaking up and
running before they would have to raise increases under an old sys-
tem. I think that, from our viewpoint, that would be a good idea,
but this is part of the ongoing dialog that we are having between
the Postal Service, the Regulatory Commission, and the mailing
community.

I think it is important to note that we have done quite a bit of
outreach on this issue. I referenced the summit that we had a
month ago in which we had about 300 participants. We also put
out this notice of proposed rulemaking back in January. We had 32
comments submitted to us early in April on what this new system
might look like.

What is interesting about these comments—and I haven’t had a
chance to go through all of them yet—is that there are 32 unique
comments. I think that is important and it shows the work and
dedication that those commenters put into putting forth what their
ideas are for this new system down on paper and submitting them
before the Regulatory Commission.

We have given any interested party an opportunity to reply to
those comments. That deadline is in early May. As we sift through
these, I think we will be able to have a better idea of what this
new system might look like, and then I think we can better engage
the Postal Service and help them decide whether or not they are
going to file a new rate case under the old system.

Mr. CLAY. Mr. Potter, give me the additional justification for an-
other rate increase.

Mr. POTTER. OK. If you look at Postal Service’s costs, they go up
every year. And the reason that they go up every year is because
our employees get increases in pay, cost of health benefit grows.
That is the biggest cost for the Postal Service is labor. Labor is 80
percent of our cost. So what I said earlier, we have other things
that drive cost.
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Mr. CLAY. How about the decline in volume?
Mr. POTTER. Well, let’s talk about——
Mr. CLAY. How does that play into that?
Mr. POTTER. Here’s what we have. We have two things going on,

Congressman. We have an increase in the number of deliveries
every year, 1.8 million to 2 million new deliveries every year, and
volume is relatively flat, so there is a cost of $300 million to $400
million to deliver mail to new deliveries when volume of first class
mail is in decline and other mail is relatively flat. So that means
that the carrier is bringing less dollars to every door every day.
That is where the challenge lies, because if those costs are growing
at a greater rate than inflation, and earlier I said that we have to
save a billion dollars every year, well, it is based on calculations
that our financial people have done that project what our costs are
going to grow by, versus what the rate cap is.

So the broken wages and benefits and fuel and other things that
we have to spend is growing above the rate of inflation. The offset
to that is to drive productivity up, as well as the delivery base is
going up without commensurate increase in volume.

Mr. CLAY. Thank you for the explanation.
Mr. Miller.
Mr. MILLER. Mr. Clay, bear in mind that letter mail has a mark-

up of something like 200 percent—it depends on the particular way
it is proffered at center—whereas the fastest-growing mail has a
very small markup. So if you are losing out on the mail that has
the big markup and you are growing the mail that has the little
markup, then obviously there is a problem then. That said, the
postal rates overall have increased less than the cost of living since
1970. We want to drive productivity even more. There are opportu-
nities that we have for increasing our sales, increasing innovations,
and then reducing costs. We need the flexibility in order to achieve
those.

Thank you.
Mr. DAVIS OF ILLINOIS. Thank you very much.
Mr. CLAY. Thank you.
Mr. DAVIS OF ILLINOIS. Thank you, Mr. Clay.
We will move now to Mr. Kucinich.
Mr. KUCINICH. I thank the gentleman.
Mr. DAVIS OF ILLINOIS. I am sorry, Mr. Kucinich, but you are out

of line. I know that you are running for President, but Mr. Sar-
banes is actually next. Mr. Sarbanes.

Mr. SARBANES. Thank you, Mr. Chair.
First I wanted to associate myself with the comments of Rep-

resentative Lynch, which I thought were right on target in all re-
spects, although I feel compelled to confess that I have no members
of my family that are working in the Postal Service or have done.
Many of my great-uncles and-aunts were in the restaurant busi-
ness, but that is not what this hearing is about today.

I had a visit recently to the main Post Office in Baltimore, MD,
which was fascinating for me. It was my first behind-the-scenes
visit to a Post Office. That one is really state-of-the-art. It is on the
cutting edge in terms of technological innovation, and really has
served as a model in many respects for a lot of the practices, best
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practices that have been brought to bear across the country, from
what I understand.

I want to salute the employees of the Postal Service and salute,
as well, the organizations that represent them so well.

The employees, and in particular those who staff the Post Of-
fices, as it were, at the front desk and the letter carriers, are really
the face of a service which the American people have come to trust
almost implicitly. It is a wonderful success story, the faith and con-
fidence that the average person has in the Postal Service. But in
order to preserve that we have to make sure that the employees
that provide the service on the front line are given the support that
they needs, because when they are under stress that gets commu-
nicated and it ends up undermining the tremendous reputation the
Postal Service has.

The other thing which I didn’t appreciate and I do now after the
tour that I took is really understanding the Postal Service as one
of the largest distribution systems in the world, and the implica-
tions that has for its ability to respond and support us in this coun-
try in times of crisis. In fact, I heard stories of how the first people
in to help, the first faces that appeared after Hurricane Katrina
were the faces of the local postal carriers. We need to keep that in
mind, because this is a system that needs to be state-of-the-art and
we need to preserve its stellar reputation.

Two questions. We have discussed a little bit this contracting out
of services. I would like to hear what the basic criteria are that you
use to determine when that makes sense or not, and we can start
with Mr. Potter.

Mr. POTTER. Are we talking about the contracting out of delivery
services?

Mr. SARBANES. Yes.
Mr. POTTER. Let’s start with that, because we do contract out

highway contract services.
Mr. SARBANES. Delivery services.
Mr. POTTER. So in delivery services if we have an established

route, whether that is a city letter carrier route or a rural letter
carrier route, and there is a new delivery, generally 20 deliveries
or even 50 deliveries within that route, that work goes to the
NALC or the rural carriers, because we already have a person on
that line of travel and that work goes to them.

The only time that we consider contracting out is when we have
major new developments. So if we have a community that is being
built that has 600 homes, we will consider contracting that out and
using contract employees to do that. why would we do that? Be-
cause of cost. There is definitely a cost benefit to using contract
employees versus using career employees.

Mr. SARBANES. Well, presumably you have had major new devel-
opments in the past that require new deployment of letter carriers
before this era of contracting out. The decision was made to have
the traditional work force handle that.

Mr. POTTER. Well, let me just use data. Today, 2 percent of all
deliveries in America are made by contract employees, generally
highway contract route employees. Last year we had 6 percent of
new deliveries went to contractors versus craft employees of the
U.S. Postal Service. Again, when you look at this as a business
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model—and I grant that we are a service—but you also look at cost
factors, and now a bar that has been raised that we have never
had, which says that we have to keep costs under inflation for all
classes of mail, bottom line is we are trying to comply with the new
law. So, as part of that strategy, we have to look at all of our costs,
what we pay for any product, any service that we get, and we have
to consider what is reasonable going forward.

Mr. SARBANES. I see my time is out, so I just wanted to followup
real quick on one point you made about what happened in Chicago.
You said that the staffing levels were not at the authorized levels,
and that came to your attention. When it came to your attention,
then you moved to respond. I am just curious why the local man-
ager would have been able to depart from the authorization man-
date on the first instance.

Mr. POTTER. Well, we don’t operate with—mail delivery is not an
exact science, so the fact that somebody would say hey, I am going
to make an attempt to try to improve productivity, and that was
a rationale for lack of hiring, that is all well and good if they assess
the risk and the risk is to maintain service, I mean, we will lose
service. Once you lose service then, we stepped in and said hey, you
have to bring your staffing levels up. But, believe me, there is
much more in play in Chicago than just city carrier staffing levels.
There are a whole host of issues that are contributing to the serv-
ice decline that we saw, and there will be a whole host of issues
addressed when we turn service around.

Mr. SARBANES. Thank you, Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Sarbanes.
Now, Mr. Kucinich?
Mr. KUCINICH. Thank you very much, Mr. Chairman. Thank you

to the panelists. I want to thank all those who are involved in the
Postal Service. I can tell you that in Cleveland, OH, where I am
from, we are very proud of the service that all of the postal workers
give, all those who deliver that mail on time. The service is excel-
lent, the people appreciate it. I speak not only on behalf of the peo-
ple in my area, but I know all across the country people are grate-
ful for the work that the Postal Service does.

One of the concerns that I have had brought to my attention in
the last few days relates to what you would know as other mail
and services. According to the GAO testimony that we are going to
receive a little bit later, other mail in this report includes mail
such as magazines, newspapers, and parcels. According to this
chart which has been produced for us by the GAO, we are finding
that other mail provides 6 percent of mail volume, 22 percent of
revenues, and makes an 8 percent contribution to cover overhead
costs.

Now, I understand—and maybe Mr. Blair could be the one to an-
swer this—that the Postal Service is contemplating a significant in-
crease in the mailing costs that would affect a lot of magazines in
this country. I am wondering, first of all, is that true?

Mr. BLAIR. Well, we recommended a significant rate redesigned
for periodicals class this past rate case.

Mr. KUCINICH. When you say ‘‘redesigned,’’ is that an increase?
Mr. BLAIR. It was an increase. It was an increase. Some mailers

saw decreases in their mail, some saw no increases, others saw
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some increases. But it was better reflected to represent the way
that they actually mail and present their mail today. But you are
right that periodicals has been declining as a part of volume over
the last 5 years.

Mr. KUCINICH. Now, when you redesign, as you call it, your rate
structure, do you take into account the possibility that the redesign
of that structure could put some of these smaller magazines that
are very price sensitive out of business?

Mr. BLAIR. We take into account that is part of the fair and equi-
table and part of the factors that we consider, so yes, we do, sir.

Mr. KUCINICH. So you are saying you consider it. So then if, in
fact, this could drive people out of business, you have considered
that?

Mr. BLAIR. Well, we considered that along with the others that
are saying that they can be more efficient. And then if you have
more efficient rates for more efficient ways of mailing and process-
ing, you want to encourage that, as well, so we have to balance
that against an efficient mail stream, as well.

Mr. KUCINICH. Let me provide some encouragement to you, sir,
as a member of this committee, and that is that part of the first
amendment debates that we have in this country from magazines
and publications of all kinds representing great diversity of politi-
cal opinion are enabled and, in effect, facilitated by access through
the mail. To the extent that you raise the rates and take out of the
reach of general circulation these magazines because of high pric-
ing, you are proceeding in a way that is actually contrary, I would
think, to the spirit of the Postal Service and to the spirit of the first
amendment which relies on the Postal Service.

I would like your comment.
Mr. BLAIR. I think that you are right that we should and we do

take into effect the editorial content and the need for diversity in
the periodicals class, but we also take into effect that the law re-
quires that mailers pay their fair share cost and that other mailers
should not be cross-subsidizing. So it is a balance of the equities
in this case, but we certainly take into account the factors that you
mentioned.

Mr. KUCINICH. Well, Mr. Chairman, we well know that there are
cross-subsidies that always go on with respect to the mail service,
and the gentleman has recognized that they are aware of the effect
that their rates would have on some of these smaller magazines.

Mr. Chairman, I am appealing to you as a member of this com-
mittee to hold a separate hearing on this issue, because this does
relate to the capacity of a free and open debate that takes place
in the diversity of magazines that are out there. I think it would
be interesting to be able to have, as part of that discussion, the in-
ternal communications of Mr. Blair’s office so we could see how this
philosophy is reflected that he has just talked about, is reflected in
the workings of their office, Mr. Chairman.

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Kucinich. Let
me assure you that the Chair is, indeed, sensitive to the issue that
you raised, as well as the issue of special classes of mail, such as
mail that is prepared by organizations like the National Federation
of the Blind that is having some difficulty now with rates or with
having to change the configuration of their packaging. So I would
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agree with you that a full hearing on this matter is, indeed, appro-
priate, and the committee would be pleased to accommodate your
request.

Mr. BLAIR. And, Mr. Chairman, could I just—
Mr. KUCINICH. Excuse me. I am having a colloquy here with my

Chair, if I may. Mr. Chairman, I want to let you know how much
your response is appreciated, not only by me but by people all
across this country who are so concerned that their particular rela-
tionship that they have with a publication that relates to their po-
litical philosophy, and understanding this could be quite a diverse
mix, is going to find an opportunity for expression before the
Chair’s committee and at the Chair’s grace. I want to thank you
very much for indicating a willingness to pursue that. Thank you.

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Kucinich, and
thank you for raising the issue.

Mr. Blair.
Mr. BLAIR. Yes, Mr. Chairman and Mr. Kucinich, I think it is im-

portant to note that periodicals as a class I think receives the low-
est markup of any of the classes out there, and so the Commission
has gone to great pains to make sure that we keep rates and rate
shock as ameliorated as possible for that group.

Mr. KUCINICH. I thank the gentleman. And I want to thank the
Chair for his response. Thank you.

Mr. DAVIS OF ILLINOIS. Thank you very much.
We shall now move to Mr. Cummings.
Mr. CUMMINGS. Thank you very much, Mr. Chairman. I, too,

want to thank you for this hearing.
I want to associate myself, since I didn’t hear all of the com-

ments of our panel, with the comments of my distinguished col-
league from Maryland, Mr. Sarbanes. Our main post office just so
happens to be in my District in Baltimore. So often what has hap-
pened is that Democrats have been accused, Mr. Chairman, of
being anti-business, and that nothing upsets us more than that.
Speaking of business, I just want to pick up where Mr. Kucinich
left off.

One of my constituents, who is a businessperson who is doing an
outstanding job, wrote me a letter. I just want to read part of it
to Mr. Blair and others that may want to respond to this, because
I think it brings the issue of businesses staying in business to the
forefront. I, too, want to thank all of our postal employees for the
job that they do every day. We take it for granted. We take our
postal system for granted, and we should not do that.

According to this letter, which is dated back on October 5, 2006,
it says: ‘‘The United States Post Office has proposed doubling the
rate to deliver our product, a product that we have mailed for 20
years. This increase will devastate our business and will cause a
substantial portion of our 220 employees and 150 temporary em-
ployees to lose their jobs. The United States Postal Service is a mo-
nopoly and by law has no competition. Its business practices are
highly questionable. The United States Postal Service utilizes a
piece of equipment that was designed to pass boxes through regu-
lar mail streams. it allows our box product, boxes holding CDs and
others, to be priced as regular mail instead of a parcel delivery. In
the latest rate case, they have called for removing the equipment
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and the favorable rates associated with using it. Our product has
been in the regular mail stream since the 1980’s. This raises mul-
tiple questions.’’ I am just going to point two out.

‘‘How is it possible that new equipment for sorting mail cannot
meet the U.S. Post Office’s specifications for 10 years ago? Who de-
termined the specs for the equipment? Isn’t the Post Office the
largest purchaser of machines that would sort mail?’’

The other question is: ‘‘What other business facing their well-
known troubles would eliminate a line of business? Included with
our boxes is the elimination of CDs and DVDs in their current
packaging. The U.S. Post Office needs more business and more
mailings to cover their fixed costs, not less business.’’

Could you just comment on that, Mr. Blair?
Mr. BLAIR. I am not aware of the specific case that you men-

tioned.
Mr. CUMMINGS. I don’t want you to, not necessarily the specific

case, the general—and I do want to hear your answer—so often
what happens is we make our rules in these lofty places, but the
people who are really affected are the people who have to deal with
the rules that we make from day to day. We go off to Wonder-Won-
der Land, but there are businesses that are still struggling, trying
to make it, and it is not easy to be in business today. So we are
trying to figure out how do we keep our businesses not only surviv-
ing but thriving.

You can go on.
Mr. BLAIR. I think that what you need to realize, and I think this

underscores the fact for need for postal reform. The current cost of
service pricing that we do is intended to generate revenues that
cover the cost for buying that level of mail service. So maybe for
the writer of that letter that you got the Postal Service’s costs may
have increased that dramatically that it costs the Postal Service
that much to carry those packets of CDs or those parcels of CDs.
That would just be my idea at this point. But basically under a cost
of service pricing you ask for the rates that cover those costs. But
under the Postal reform legislation that was recently enacted with
attempted to decouple rates from costs and say that the Postal
Service would be capped at what they can raise their rates for that
class.

I think that will go a long way toward addressing these problems
in the future. While it doesn’t do much for your constituent today,
I think in the future it will say that you, as a businessman en-
gaged in the mail stream, a businessperson in the mail stream,
that you can have usual and predictable rate increases in the fu-
ture.

I am not sure that really answers your question suitably, but it
gives you an idea for what the efforts were over the last decade and
where we are going to be moving forward.

Mr. CUMMINGS. Always remember that anybody who has been in
business—I have been in business—a businessperson will tell you
that the most important thing they need is predictability. They
need to be able to figure it out because it affects everything they
do. It affects their budget, how many employees they take on, the
whole bit. And so one of the interesting things, as I see my time
has run out, when we contacted the Postal Service and said what
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can we do to help this constituent, they told us to just tell him to
change the packaging. Well, he didn’t have enough time to do that.
In the meantime he sends, and many people, hard-working Ameri-
cans who get up at 5 every day, working hard, may very well lose
their job.

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Cummings.
We do want to get to our next panel, but I need to ask at least

a question, Mr. Potter.
I mentioned just a moment ago about these categories and class-

es of mail, and of particular concern do I have about the Federation
of the Blind, that for a number of years has been able to get its
mail out to its membership and to a category of individuals who
have a certain kind of need, and we have not been able to work
out to their satisfaction, I don’t believe, or to my satisfaction, the
ability to assist the continuation of a process for them. I think part
of the problem has been that it is so specialized until some kinds
of adjustments have to be made.

Mr. POTTER. If I could just comment and maybe put Congress-
man Cummings’ issue into perspective, yes, businesses need pre-
dictability, and that is one of the things I think we want to make
sure that we work out in the new law is work out a schedule of
rate adjustments that would enable them to build changes in cost,
whether up or down, into their budget process.

What happened with this last round of rates was the Postal
Service made a proposal to the Postal Rate Commission at the
time, now Regulatory Commission, and a lot of people budgeted
against those new rates. Using a strict costing model, the Rate
Commission increased the rates for a lot of mailers, and I believe
the nonprofit mailers that the chairman and Congressman
Cummings are talking about are those where they increased the
rates beyond the Postal Service’s proposal. They were not prepared
to react. I think they were prepared to mail at our proposed rates,
but not at the increased rates.

So our effort has been to try and keep everybody in the mail. We
don’t want people to walk away from the mail, but we have limited
ability to appeal the rates that were given down, and so that is
why we are attempting to work with the mailers to take what are
many times greeting card boxes and convert them into a flat rate
and put them into the mail stream.

The other thing that you are referring to I believe, and I don’t
know the specifics, but I will just describe to you what is going on.
We have two different types of machines that sort flat rate mail,
and flat rate is an oversized envelope or a magazine. We have one
that is automated, called an automated flat sorter 100, that is very
productive, and then we had a machine called the flat sorter 1,000,
which was less productive. Over time, people got a greater discount
for making their mail compatible with the more effective machine.

So what has happened is the mail for the other machine, the
1,000, has dried up. We have gotten our full benefit from that ma-
chine, but as that mail stream declines we are trying to move peo-
ple into the more efficient mail stream.

The new equipment that we are planning, the FSS, the one that
will walk-sequence mail, will accommodate that mail, but in the in-
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terim it doesn’t, and the rates reflect that change. So I hope that
is a little fuller explanation of what I believe is going on.

I feel like you, that I am very concerned for those mailers and
I wish we could have known in advance so that they could have
made the adjustments necessary for this fall mailing season. I rec-
ognize the fall is their biggest opportunity to get vital funds that
run a lot of these very, very important organizations for our soci-
ety.

Mr. DAVIS OF ILLINOIS. Thank you very much.
Yes, Mr. Cummings?
Mr. CUMMINGS. Fifteen seconds? One of the things, even with all

that has been said, this constituent said, you know, I will bend
over backward, I will lose money, just get them to give me some
time to make this adjustment. Basically, the answer was no. I
mean, you just sat there and said how much you all want to work
with our folks and whatever, and you can bet your bottom dollar
it is just not my constituents and a constituent in Baltimore. There
are business people all over this country. In some kind of way we
have to help these folks, because they have employees who have to
feed families, got to send kids to school. They have to make a dol-
lar. If there is any way you can give these folks an incentive, here’s
a guy who says I feel like I am getting screwed, but at the same
time I will do what I can to try to work with the Postal Service,
and he still gets a no.

Mr. POTTER. I am in your camp. Let me just say, in the discus-
sion about whether or not we could do that and take individual
classes or people who are most affected by rate changes—some peo-
ple got up to a 300 percent increase in rates. I mean, could we dis-
criminate for them? If we didn’t have a sound reason to delay the
rates, I was told it was illegal to do so.

Mr. BLAIR. The law would prevent it.
Mr. POTTER. So I feel handicapped. Chairman Blair referred to

the new law. That gives us a lot more flexibility to not be bound
by some strict cost regimen and to take into account the needs of
businesses and to transition rates in a graduated form and to sig-
nal to people that these changes are necessary to maintain our effi-
ciency. What the Postal Service proposed was a movement to get
more money where our costs were greater, but not the levels that
some people experienced.

Again, we were advised by counsel that we had no legal ability
to delay certain rates because of the level of increase.

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Cummings.
Just so I can go home this weekend in peace, Mr. Potter, could

you just outline those plans for Chicago and recommendations that
you have made personally?

Mr. POTTER. I have been to Chicago twice, as the chairman
knows, and I have walked the floor. What we are intending to do
is, first of all, make sure that our staffing levels are up for the re-
quirements so that we can deliver mail in a timely fashion. We are
overhauling every piece of equipment in Chicago because some of
it, unfortunately, was not well maintained. We are in the process
of going station-by-station to look at our physical plants. Where
they are not up to speed for our customers and our employees, we
are in the process of doing that. In addition to that, we are looking
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at the exchange of mail between the multiple facilities in the Chi-
cago metro that exchange mail for Chicago residents. It is largely
a busy hub, Irving Park Facility at the airport and downtown Cur-
tis Collins facility, all new facilities, state-of-the-art, and ones that
we need to reconfigure in order to serve the people better.

In addition to that, we are going on the street with 75 people
who are going and checking our address data base to make sure
that what is in our system will enable us to sort mail properly and
in the right order for our city letter carriers.

Those are just kind of the higher-level things we are doing, but,
bottom line is we are going to reconfigure that network, we are
going to put fixes in place that will not just have a flash in the pan
for Chicago. I was asked by a reporter when do you think Chicago’s
service will begin moving up, and I said 6 months, but the true test
is 2 years from now, not 6 months from now. We are not going to
walk away from Chicago. We are going to get it fixed.

I was the manager of Capital Metro operations when Baltimore
was fixed, when Washington, DC, was fixed, so I believe I know a
little bit about how to get this done, and you have m you personal
commitment that I am going to be there until it is fixed.

Mr. DAVIS OF ILLINOIS. Thank you very much. I have taken some
time, so, Mr. McHugh, do you have any final questions?

Mr. MCHUGH. That is very gracious, Mr. Chairman, but we do
have three other panels and any other questions I believe we can
submit for the record.

Mr. DAVIS OF ILLINOIS. Thank you very much.
I want to thank all member of the panel. I would just end this

discussion by indicating that I am somewhat concerned about the
new concept of contracting out and what that is going to really
mean and how we defined it and some of the rationale that has
been explained for it. I am sure that is something we will have fur-
ther discussion about and try and see if we can’t reach an amicable
conclusion to it.

Thank you, gentlemen, very much. We appreciate your being
with us.

And I would like to ask if our second panel will come and be
seated, Mr. David Williams and Ms. Katherine Siggerud.

We want to apologize to all of those who have come to participate
and couldn’t find a seat. We will see if we can’t make absolutely
certain that when room assignments are made that everybody
around here will know that postal issues have come front and cen-
ter, and that we have to make additional space.

Mr. David Williams was sworn in as the second independent In-
spector General for the U.S. Postal Service on August 20, 2003. He
is responsible for a staff of more than 1,100 employees located in
major offices nationwide that conducts independent audits and in-
vestigations, a work force of about 700,000 career employees, and
nearly 37,000 retail facilities.

Ms. Katherine Siggerud is a Director in the Physical Infrastruc-
ture Issues Team at the Government Accountability Office [GAO].
She has directed GAO’s work on postal issues for several years, in-
cluding recent reports on delivery standards and performance,
process and network realignment, contract and policies, semi-postal
stamps, and biological threats.
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We thank you both. Of course, as the usual custom is, we swear
all witnesses in.

[Witnesses sworn.]
Mr. DAVIS OF ILLINOIS. The answer is in the affirmative, yes, and

we thank you so much.
You know the normal approach, and I won’t necessarily go

through that, but we will go right to Inspector General Williams
and proceed.

STATEMENTS OF DAVID C. WILLIAMS, INSPECTOR GENERAL,
U.S. POSTAL SERVICE; AND KATHERINE A. SIGGERUD, DI-
RECTOR, PHYSICAL INFRASTRUCTURE ISSUES, U.S. GOV-
ERNMENT ACCOUNTABILITY OFFICE

STATEMENT OF DAVID C. WILLIAMS

Mr. WILLIAMS. Thank you, Mr. Chairman and members of the
subcommittee. I appreciate the opportunity to appear today to dis-
cuss the work of my office and my assessment of Postal Service
challenges.

When I came to the Postal Service in August 2003 the OIG
lacked the confidence of the Postal Service and Congress and the
public. The past 3 years have been years of progress and accom-
plishment in restoring confidence by fundamentally strengthening
planning and engaging stakeholders in clarifying our statutory
role. We are now a performance-based organization aligned to mir-
ror postal functions.

Our audit resources now focus on network optimization, revenue
assurance, cost reduction, mail delivery operations, and data sys-
tems reliability. Our investigative resources focus on contracting,
false disability claims, internal mail theft, and embezzlement.
These changes have resulted in substantial increases to productiv-
ity.

Since I arrived, the audit staff has increased monetary benefits
by 500 percent to over $441 million. During the same period, our
investigators increased arrests from 6 to 277, and administrative
cases referrals from 8 to over 1,900, with cost avoidance and fines
of over $110 million. Last, new jurisdictional responsibility and re-
sources were transferred from the Postal Service to the OIG.

The Postal Accountability and Enhancement Act represents the
most significant modernization of postal governance in 35 years.
Much is needed for the successful implementation of the act, and
I assure you that my office is prepared to fulfill its new responsibil-
ities.

From my comprehensive statement, I would like to focus on two
areas. The first is the network optimization plan, which is going to
be challenging, given the ongoing electronic communications revo-
lution and the unpredictable ways mail volumes and mix are
changing. Some mail is declining, some is increasing, and some is
establishing a symbiotic relationship with electronic mail.

Streamlining efforts are occurring inside an environment of sig-
nificant change. The Postal Service is on the edge of a $600 million
annual savings opportunity with the new flats sequencing system,
set to repeat the significant advance made when letters were first
sorted by carrier route.
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The Postal Service is also aggressively seeking cost opportunities
with mailer discounts to keep large amounts of mail outside of up-
stream processing plants.

Stricter submission requirements will better align mail with
postal equipment.

Last, we must consider enterprise resilience in the event of major
disruptions. Natural disasters or acts of terrorism highlight the
value of maintaining some redundancy if operations are disrupted
or destroyed.

These variables, working alone or in combination, require an
agile streamlining effort, classic models for large-scale projects that
feature elaborate sequencing and require thousands of alterations
when the model changes may not work well. The planning model
needed is not that of a static blueprint, but what one might expect
from an order of battle plan. The Postal Service needs to prepare
and plan as best it is able, while understanding the change will
occur the moment they step on to the field.

Once the build-down begins, it is essential that it continue its
philosophy to avoid protracted, anemic staffing of an oversized net-
work.

Financial viability is the second area I would like to focus on. In
the last 4 years, Postal Service actions have taken it from over a
$600 million net loss to a $900 million surplus, while retiring $11
billion debt. The success of the Postal Service’s transformation ef-
forts and savings from unnecessary CSRS payments are respon-
sible; however, total labor costs are continuing to increase, from
over $51 billion in 2001 to over $56 billion in 2006, despite signifi-
cant staff reductions.

The Postal Service needs to continuously pull excess work hours
from its mail processing plant as it introduces more automation
and more work share discounts. Cross-reduction opportunities in
delivery are available, also. Most delivery work hours are spent on
the street without direct supervision. Management and control ef-
forts have been expensive and not very effective. The Postal Service
should seek new work rules that incentivize performance and that
are self-policing.

The act imposes some transition costs. In particular, the Postal
Service must make substantial yearly payments to the Retiree
Health Benefit Fund. These payments will help secure long-term fi-
nancial viability, but they are large expenses in the short term.

The new law also provides increased pricing flexibility, but to
keep prices below the new caps aggressive efficiencies must address
network streamlining and labor costs.

My office stands ready to support postal efforts and we are cog-
nizant of our responsibility to continue to keep Congress fully and
currently informed.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Williams follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much.
We will go to Ms. Siggerud.

STATEMENT OF KATHERINE E. SIGGERUD

Ms. SIGGERUD. Thank you, Chairman Davis and members of the
subcommittee. Thank you for your invitation to testify at this first
oversight hearing for the U.S. Postal Service since the postal re-
form law was passed.

To begin, I want to recognize the Congress’ efforts in passing this
law that provides tools for establishing an efficient, flexible, trans-
parent, and financially sound Postal Service, one that can more ef-
fectively operate in an increasingly competitive environment.

My remarks today will focus on four areas: first, why GAO re-
cently removed the Service’s transformation efforts and outlook
from GAO’s high-risk list; second, the Service’s current financial
condition; third, opportunities and challenges facing the Service
today; and, finally, issues and areas for continued congressional
oversight.

First, when we placed the Service on our high-risk list in 2001,
we stated that a structural transformation was needed to address
the financial, operational, and human capital challenges that
threatened its ability to deliver on its mission. We use this list to
bring attention to issues that we think need action by the adminis-
tration and the Congress. We decided to remove the Postal Service
from the high-risk list because of significant changes that occurred.
Specifically, the Service issued a transformation plan in 2002 and
demonstrated a commitment to the plan by cutting costs, improv-
ing productivity, downsizing its work force, and improving its fi-
nancial reporting.

The 2003 law reduced the Service’s payments for pension obliga-
tions, allowing it to achieve record net income, repay debt, and
delay rate increases.

Elements of the 2006 postal reform law that are responsive to
our concerns include: first, a framework for modernizing the rate-
making process; second, an opportunity to preserve affordable uni-
versal service by reassessing customer needs and identifying effi-
ciencies; third, recognition of the Service’s long-term financial obli-
gations by pre-funding retiree health benefit obligations, resulting
in short-term costs but long-term benefits; and, fourth, enhanced
transparency and accountability.

The Service’s financial condition will be affected by the postal re-
form law and the upcoming rate increase. The law has better
equipped the Postal Service to control its costs and operate on a fi-
nancially sound, businesslike manner than at any time since the
Service’s inception. It places the Service on the path to eliminating
multi-billion-dollar retiree health obligations, which in turn pro-
vides an opportunity to better position the Service financially in
the long term.

Changes to Postal Service finances this year, besides the pre-
funding I have already mentioned and the transferring of the mili-
tary pension, include expending escrow funds and eliminating fu-
ture escrow payments and eliminating certain annual pension
funding requirements.
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The position expects to lose $5.2 billion this year, largely due to
a one-time expending of the $3 billion escrowed last year and then
transferred this year to the Retiree Health Benefit Fund, and the
additional contribution to this fund the Service must make. The
Service plans to borrow $1.8 billion, $600 million more than it had
originally planned for this year.

Nevertheless, other expenses and revenues have tracked closely
to projections. Factors that could still affect the Service’s finances
are the impact of the recent rate increase, changes in fuel prices,
and resolution of certain labor agreements.

Although we removed the Service from our high-risk list, there
are continuing and new challenges. These include: generating suffi-
cient revenues to cover costs as the mail mixes changes; controlling
costs, particularly for compensation and long-term health benefits;
and improving productivity while operating under a price cap
structure; promoting the value of mail while providing affordable,
quality service; and establishing mechanisms to measure and re-
port performance; providing useful and reliable financial data; and
managing the Service’s infrastructure and work force to respond to
operational needs and financial challenges.

The reform law provides opportunities, tools, and flexibilities to
address these challenges. A series of new regulations, frameworks,
and studies over the next few years for both the PRC and the Serv-
ice will be key to implementing this law.

Finally, with regard to potential areas for congressional over-
sight, two particularly important areas are ensuring the Service’s
future financial condition remains sound and ensuring that the
new legal and regulatory requirements are carried out in accord-
ance with the intent of the postal reform law.

Other areas that warrant continued monitoring include: first, the
impact of the upcoming rate increases on mail volumes, mailers,
and the Service’s financial condition; second, actions to establish
the new price-setting framework; third, the Service’s ability to op-
erate under a price cap, while some of its cost segments are in-
creasing above the rate of inflation; fourth, actions to establish
modern service standards, monitor delivery performance, and the
Service’s plan for meeting those standards; and, fifth, the Service’s
ability to provide high-quality delivery service as it takes actions
to reduce costs and realign its infrastructure and work force.

The successful transformation of the Postal Service will depend
heavily upon innovative leadership by the Postmaster General and
the chairman of the PRC and their ability to work effectively with
their employee organizations, employees, the mail industry, Con-
gress, and the general public.

Mr. Chairman, this concludes my statement. I am happy to an-
swer any questions the subcommittee may have.

[The prepared statement of Ms. Siggerud follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much. I thank both of
you for your testimony.

Mr. Williams, you indicated that there had been a significant in-
crease in the number of arrests. I believe you said from 6 to now
more than 200?

Mr. WILLIAMS. Yes, sir.
Mr. DAVIS OF ILLINOIS. To what do you attribute this increase?

What is causing it?
Mr. WILLIAMS. We enlarged the emphasis on enforcement upon

my arrival. As I said, the office, as I took it over, was not particu-
larly productive either on the audit side or the investigative side,
so that was one of the factors. We then received a substantial
amount of new jurisdiction, and I think that is probably the major
cause for the enlargement of the program from the Postal Service.
That was as a result of a long-term transition that had been occur-
ring from the Inspection Service to the Office of the Inspector Gen-
eral for things such as mail theft. Of course, mail theft is probably
the prime example.

Mr. DAVIS OF ILLINOIS. So you are saying that one can actually
expect, when there are allegations of wrongdoings, that there is
going to be an investigation and a finding and in all likelihood
something could and most likely will be done?

Mr. WILLIAMS. Yes, sir. We think the level of accountability for
misconduct has substantially increased, so I would agree with that.

Mr. DAVIS OF ILLINOIS. Thank you.
On October 20, 2005, I, along with 58 of my colleagues, sent a

letter to the Director of OPM supporting Medicare subsidies for the
Postal Service. The Center for Medicare and Medicaid Services in
December 2005, denied the request of the Postal Service for receipt
of the Medicare Part D retiree prescription drug subsidy authorized
under the 2003 Medicare prescription drug modernization law. The
CMS stated that its denial was based upon its belief that OPM, as
the administrator of the Federal employee health benefits program,
was the sponsor of the Postal Service’s retiree prescription drug
plan, and that the Postal Service was not entitled to the subsidy.

The value of the prescription drug subsidy for the Postal Service
is significant. It is approximately $250 million annually. Of course,
it would help to reign in operating expenses, which are financed
through postal rates.

I give that background information to ask this question: what re-
quirements does the Postal Accountability and Enhancement Act
impose on your office, and how are you prepared to meet those re-
quirements?

Mr. WILLIAMS. Thank you, Mr. Chairman.
First of all, on the background material that you supplied, we

were very much in agreement with your office and the other Con-
gressmen. We think there was a basis, and we think that the Post-
al Service, in many ways, needs to and welcomes being thrust into
an arena ruled by market forces, but we think that if they are not
given an opportunity because their arms are pinioned at their side
by regulation, we really don’t have a chance. And so we did not feel
that was a very positive finding on the part of OPM and my office.

With the coming of the act, we received several new responsibil-
ities. Probably the one that is going to take the most of our time
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is auditing data systems that produce figures used by the Postal
Service and by the postal regulator to establish rates. There have
been some problems with those in the past, and we are trying to
focus on the ones that we know are problematic first. That is going
to require a new body of work. There is a single audit on workplace
safety and accident reduction that comes to us, and we also are
looking at some reforms that were made to the administration of
rate deficiency assessments.

Last, the responsibilities that come to our office are significant
with regard to Sarbanes-Oxley. We will be joining with the exter-
nal auditor in a substantial additional amount of work to bring us
into compliance with section 404 of the Sarbanes-Oxley Act.

Mr. DAVIS OF ILLINOIS. Thank you very much.
I see that it was very timely, because my time has just expired.
Mr. McHugh.
Mr. MCHUGH. Thank you, Mr. Chairman.
Welcome to both of you. Thank you for being here.
Mr. Williams, just to kind of expand a little bit on what the

chairman’s last inquiry was directed toward that, is your new role
under the new regulatory system. Do you have any concerns or
complaints? I understand the challenges, as you describe them,
both in response to the chairman and also in your testimony, but
as you have taken your first steps into this new process what trou-
bles you, if anything?

Mr. WILLIAMS. I have a high level of confidence. I would have
been very troubled a couple of years ago. We have had some years
to get ready. The act has some really beneficial provisions. We are
anxious to play our part in that. I don’t have any concerns about
resources or the skill levels to address our portion, and we are anx-
ious to begin.

Mr. MCHUGH. And so far so good. That is great.
Let me flip over here to your network optimization plan. do you

have a time table for the implementation of that?
Mr. WILLIAMS. I believe the act requires that the Postal Service

present a plan within 18 months.
Mr. MCHUGH. That is the limit.
Mr. WILLIAMS. Yes, sir.
Mr. MCHUGH. Are you configuring yourself within that, or is that

what you plan to use?
Mr. WILLIAMS. I am uncertain as to what the Postal Service in-

tends to do with regard to bringing a plan together. We are work-
ing daily in advance of that to conduct efficiency reviews, to look
at one of the enabling studies for the plan is the area of mail proc-
essing plans. We have begun looking at those to try to examine
how well they work and to make improvements to those as one of
the primary tools to right-sizing the network. But I have not been
advised as to the completion dates for their plan.

Mr. MCHUGH. OK. Thank you, sir.
Ms. Siggerud, the GAO has a long and very productive relation-

ship with this subcommittee and with the process of postal reform,
of which I know the chairman and all of us are greatly appre-
ciative. When you placed the Service on your watch list, that was
a big deal.

Ms. SIGGERUD. Yes.
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Mr. MCHUGH. I have no doubt you did not go about that easily.
As I reviewed your testimony, the report at least by my reading

seems awfully darned positive in that the concerns that you had
seem for the moment to have been met. Was this a—this is not a
good phrase to use in this town right now, but was this a slam/
dunk decision in your view, or was it a position that you felt con-
tinues to concern you deeply?

Ms. SIGGERUD. Mr. McHugh, it certainly was not a slam/dunk.
We had a lot of in-depth discussions internally in GAO before mak-
ing the decision to take the Postal Service off the high-risk list.

Let me just mention a few things that tipped the balance for us.
As I mentioned in my short statement, really an important purpose
of the high-risk list is to galvanize action by the agency that is put
on the list, as well as by the Congress, in paying attention to the
issue. The fact that the transformation plan did happen and the
Postal Service stuck to it was important action from the agency’s
point of view. Both the 2003 and the 2006 acts, which provided a
different financial footing for the Postal Service, were also very im-
portant.

So the fact that we saw action, both by the Congress and by the
Postal Service, along with a significant change in the financial situ-
ation of the Postal Service, for example, with regard to cash-flow
and with regard to debt levels, along with the very important com-
mitment that management made to reducing costs and improving
productivity, that is what really tipped the level for us. However,
we think there are a number of concerns that the committee needs
to continue to provide oversight on, as I outlined in my statement.
Certainly, if they continue or if financial problems do reappear, we
would reconsider the decision.

Mr. MCHUGH. Thank you.
Maybe I can squeeze one more in here on the yellow light here.

Your written testimony, on page 3, talks about the Service’s plan
to borrow $1.8 billion this year, which will push its outstanding
debt to $4 billion. You didn’t characterize that orally. Is that a con-
cern? I mean, that is a lot of money and it is of concern—

Ms. SIGGERUD. Yes.
Mr. MCHUGH [continuing]. But would you consider that within

the parameters of normal operating procedures, or is this a particu-
larly troubling aspect for you.

Ms. SIGGERUD. It is a slightly troubling aspect. We do consider
it generally within what the Postal Service can afford to borrow,
but it is an issue to watch going forward as the Postal Service con-
tinues to, as the PMG so ably explained, face both revenue and cost
challenges.

Mr. MCHUGH. Thank you both.
Thank you, Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. McHugh.
Mr. Sarbanes.
Mr. SARBANES. Thank you, Mr. Chairman.
This might have been a better question for the last panel or the

ones to come, but if you were here you heard that I am intrigued
by the role that the U.S. Postal Service can play in times of crisis,
in terms of being part of a response effort. I mean, if you are the
Department of Homeland Security you are looking around for a de-
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livery system, a distribution system, a people-to-people system that
can be there in a time of crisis. There it is, I mean, really, in a
structure that you can’t compete with, I mean, there is nothing else
out there like that. I know that DHS and other departments are
working with the Postal Service to get that kind of perspective for-
warded.

I would just like to get your perspective on that, and I would like
to get your perspective on, I mean, we talk a lot about how the rate
structure needs to cover the cost and the Postal Service, but I
would imagine that, as this other dimension of what the Postal
Service can provide is more fleshed out, that there ought to be an
expectation of resources that can be brought to bear. I don’t know
if that is something that you have talked about, thought about,
have any reaction to, but I would be interested in the response.

Mr. WILLIAMS. There were a number of instances in Hurricane
Katrina where the mail carriers were just on their own the lifeline
for a number of residents that were isolated and terrified. Those
were very all-American stories, and they did prove what a powerful
set of muscles can be flexed by such a large distribution system,
and one that is so familiar to the American public.

I know that there have been some discussions. I am unaware of
whether some of them are classified or not with regard to the role
that the Postal Service could play in the event of further natural
disruptions or acts of terrorism, but it is a very good point and it
is a very powerful recommendation.

Mr. SARBANES. Ms. Siggerud.
Ms. SIGGERUD. Yes, Mr. Sarbanes. We have looked at this issue

from a couple of different perspectives. They are sort of narrow, but
all might add up to an overall picture.

We did, in the course of preparing the Comptroller General for
some overall testimony on Hurricane Katrina, look at what the
Postal Service was able to do, both in preparation for the hurri-
cane, and then in response to it, and I think that the Postal Service
came out looking very good in that particular instance.

We have also looked at the Postal Service’s role in responding to
the bio-threat issues, the response to anthrax, as well as a recent
attack that occurred. We have made some recommendations to the
Postal Service in terms of improving both its training of employees
and managers, as well as its response. The Postal Service has acted
on those recommendations.

Our most recent work actually looked at a false anthrax attack
that happened at the Department of Defense in 2005, and our re-
port—to some extent the Postal Service was involved in that be-
cause it was believed that this anthrax had come through one of
the processing plants right here in the District of Columbia. The
Postal Service’s response, when it did finally get that news, was
timely, it was exemplary, and it was useful, put the Department
of Defense to shame in comparison.

Mr. SARBANES. Thank you. My question is, in part, a caution be-
cause if, over time, the Postal Service and the employees of the
Postal Service are viewed as offering an opportunity to be part of
a kind of response network, then it is critical that not just be lain
on top of the existing work force without the resources to support
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it and the training. I am sure that the organizations who represent
those employees will be quite insistent on that point.

Thank you, Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Sarbanes.
Mr. Cummings.
Mr. CUMMINGS. Thank you very much, Mr. Chairman.
Ms. Siggerud, am I pronouncing that right?
Ms. SIGGERUD. Siggerud. Yes.
Mr. CUMMINGS. Siggerud. Ms. Siggerud, you note in your testi-

mony that several unanswered questions remain with regard to the
growing number of career employees that will be leaving, retiring
in the next 5 years, 113,000.

Ms. SIGGERUD. Yes.
Mr. CUMMINGS. What do you recommend that the Service do to

address that issue? That is a major issue?
Ms. SIGGERUD. Well, it is a major issue, and it is one that I will

confess we haven’t looked at in great detail, but I think it would
benefit. I would be glad to work with the subcommittee on that
issue.

I think the real opportunity to address it comes in the fact that
the Postal Service must prepare a plan and provide it to the Con-
gress within the next 18 months having to do with work force re-
alignment issues. The Postal Service has a complement planning
approach. It has a succession planning approach. I think that the
plan will offer the Postal Service the opportunity to explain how it
will use those tools, and perhaps other tools, to respond to the very
issue that we raise in our testimony.

Mr. CUMMINGS. One of the things that our overall committee,
Government Reform, has tried to address over the 11 years that I
have been on the committee is how do we get young people to come
into Government. We created a program where we pay back some
of their student loans and just trying to figure it out. We offer
those people who are within ridership distance of the Capital cer-
tain incentives, passes or what have you, to get to work, or what-
ever. But certainly we are talking about the entire country here.

I am just wondering, this is not going to sneak up on us, because
we know it, but for some reason so often what happens in this
country is we know so, and it still sneaks up on us, and then we
are caught in a situation where we are just in bad shape. When
I think about 113,000 people, that is a lot of folk.

Ms. SIGGERUD. Yes.
Mr. CUMMINGS. So I am just hoping that this will be like a

super-top priority so that we can make sure that people are re-
placed, but there is another piece to that, too, and certainly that
is retention, trying to make sure we keep folks.

I remember a few years ago there was a concern about the cli-
mate in our postal system that perhaps some postal employees did
not find the climate to be one that made them feel happy. I can’t
think of a better way of saying it. I am just wondering if we have
looked at those issues at all or if we are going to.

Ms. SIGGERUD. Some of my colleagues in the Government Ac-
countability Office, specifically those who look at the Federal work
force issues, have identified the very issue that you are talking
about, Mr. Cummings. It has, on occasion, taken the Federal Gov-
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ernment too long to hire young folks. It is complicated to hire the
kind of young employees that you are talking about. I think that
some of the glamour perhaps of Government service has waned in
the last few years, and there are a number of efforts underway in
agencies across the country to try to deal with those issues.

I will have to admit that I am not familiar with exactly how the
Postal Service is dealing with those issues, but I would certainly
be glad to submit some of those other reports that I mentioned to
you and your staff to see if they are of use.

[The information referred to follows:]
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Mr. WILLIAMS. In addition, Sir, my office does quite a bit of work
with regard to concerns expressed about hostility in the workplace
or hostile workplace or harassment occurring inside it. We try to
evaluate those as best we can and then work to assure that man-
agement takes action and advises us of that action and we evaluate
it.

When it is particularly serious, outside third parties are brought
in to evaluate and to conduct a get-well plan, and it is typically
that where it is serious we go in after that has had a time to work
and assure that it has taken hold.

Mr. CUMMINGS. Do we ever get to a point where we figured out,
I mean, was there ever a threat that sort of ran through these inci-
dents since you have done some investigating and whatever? I
guess I am looking more at certain things that you can’t prevent,
but certainly, I mean, did you ever conclude that maybe there were
certain climates, certain specific work conditions, things of that na-
ture that might bring about those kinds of incidents?

Mr. WILLIAMS. The ones that come to mind have not had a kind
of golden thread that run through them. They have been personal-
ity based, and they have involved a senior manager, a set of senior
managers that needed to either be removed or undergo very serious
alterations in their conduct and behavior. There are instances in
which very strong action was taken in response to those, but be-
yond that I haven’t found anything thematic as I have heard about
that have occurred before my arrival. I haven’t seen evidence of
anything since I have been there.

Mr. CUMMINGS. Mr. Chairman, I see my time has run out, but
I just have one question.

My office receives quite a few complaints from woman and mi-
norities about moving up.

Mr. WILLIAMS. Yes.
Mr. CUMMINGS. I am just wondering how we are doing, and how

do you all monitor that. Just curious.
Ms. SIGGERUD. Mr. Cummings, we have done work with this

committee in the past, but I will tell you that work is old and was
toward the end of the 1990’s, so I don’t have updated figures for
you.

Mr. CUMMINGS. In other words, you don’t have them here today
or you don’t have them?

Ms. SIGGERUD. I am sure it is something that we could obtain.
It is not something that we are doing current work on, so I don’t
have them.

Mr. CUMMINGS. I would appreciate it if you would get that infor-
mation for me. The reason why I say that is we are in a diverse
society.

Ms. SIGGERUD. Yes.
Mr. CUMMINGS. I want to make sure that something like the Post

Office, that we have everybody at the table—women, minorities.
How soon do you think you could get me something updated as to
say where we are?

Ms. SIGGERUD. I am assuming we could request this information
from the Postal Service fairly quickly, Mr. Cummings. I would
want some time to analyze and make sure that we can understand
it.
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Mr. CUMMINGS. OK. Well, I would appreciate it if you would let
me know when you can get it to us so that I can hold you to it.

Ms. SIGGERUD. OK. We will be in communication.
Mr. CUMMINGS. All right. Thank you.
Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Cummings.
I might just add that our next hearing on May 10th is going to

be on diversity within the Postal Service, and so we will be looking
with you for that information.

Mr. CUMMINGS. Would the gentleman yield?
Mr. DAVIS OF ILLINOIS. Yes.
Mr. CUMMINGS. Do you think we could get it by then, May 10th?

That would be wonderful.
Ms. SIGGERUD. Mr. Cummings, we will do our very best. I believe

that, in fact, the staff of the subcommittee has been in contact with
other GAO staff who are part of this Federal work force issue to
discuss this very issue, so what I would like to do is go back to my
office and understand exactly what they are doing and what they
have agreed to supply for that hearing.

Mr. CUMMINGS. Yes. Mr. Chairman, the only reason why I raise
that is that when you have been around here for a while, what
happens is you try to figure out how do you get the most out of
these hearings.

Ms. SIGGERUD. I understand.
Mr. CUMMINGS. I would hate for that report to come, like, 3 days

after the hearing, when we could have it in our hands. It may very
well be that the things that are being provided may be the very
items that we are talking about. I don’t know.

Ms. SIGGERUD. I see the subcommittee staff nodding back here.
Mr. CUMMINGS. OK.
Ms. SIGGERUD. So my colleagues have been in contact with them

about providing some information in preparation for that hearing.
Mr. CUMMINGS. All right. Thank you.
Mr. DAVIS OF ILLINOIS. Thank you very much.
Delegate Norton, did you have questions?
Ms. NORTON. Thank you, Mr. Chairman.
We have had huge issues that have come to light now that we

have begun to do oversight as to contractors, huge and horrible
issues raised apparently because nobody has figured out how to
hold contractors accountable in the same way that you hold agen-
cies accountable. If they could figure that out, maybe these con-
troversies wouldn’t continue to arise.

I actually have two questions. One has to do with this notion of
contracting out letter carrying services. I need to know to what de-
gree that is happening, whether we are going to get the same kind
of complaints that we do about people working side by side in Fed-
eral agencies without cost accountability because they are con-
tracted out and we don’t do the same kind of oversight, at least no
one has ever shown us that they do. To what extent is that happen-
ing that if it is a ‘‘new delivery area’’ it can be contracted out? I
mean, that way I could see, with the way in which we build sub-
urbs, you could contract out half the Post Office. What effect would
that have on the continuing Postal Service that we now have? Is
that what we are looking at now? Is that the way we are going to
save money? That is one question.
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The second question would be what I cannot figure out and what
I hope somebody looks at, and that is what, at bottom, the real
problem of the Post Office is. Is it the rapid increase in technology
or does it have anything to do with rate increases that, of course,
periodically occur?

First, would you educate us on contracting out? Is it now begin-
ning of ordinary letter carrying services? To what extent? If it is
to save money, how would accountability be built in so that this
committee isn’t faced with what the overall committee has been
faced with? Where is it occurring? Who is looking at it? Who is
keeping track of it? And who are the contractors?

Mr. WILLIAMS. The previous panel provided a lot of the statistics
with regard to the current picture. It sounds as though there
wasn’t much contracting occurring to date with regard to letter car-
riers that delivered mail.

With regard to their accountability—
Ms. NORTON. Could I ask you, as experts, given the fact that we

have seen the Federal Government claim that you save money by
contracting out, all without any accountability on where the money
is saved, with huge controversies concerning, in fact, the savings,
I need to know whether or not the Post Office is headed toward—
after all, it is in trouble. It has to find ways to modernize. Is it
going the way of Federal agencies to do more and more contracting
out, in your opinion, and would that, in fact, be one way the Postal
Service might say it is saving money?

Mr. WILLIAMS. I think that is a very large topic. A good place to
begin might be that I do believe that the cost for the small number
of delivery contractors has been lower than the cost of careerists,
but I believe that we are getting a false signal on that, because
they are in very rural areas. I think that if we begin contracting
in urban areas we would discover that much of that disappears.

Ms. NORTON. Mr. Inspector General, are you or anybody else
keeping track of the actual cost of contracting out this service ver-
sus the cost of the in-house service?

Mr. WILLIAMS. We have reviewed the cost data, and it shows
that, in the area that I just described, we are getting a reading
that it is less expensive, but I believe most of that is accounting
for the fact that they are in areas that are very rural and the cost
of living is very low.

Ms. NORTON. So if, in fact, it were brought, let us say, to subur-
ban areas around the District of Columbia where there are many
new developments, where you could collar new development and
contract it out, do you expect that there would be any differences?

Mr. WILLIAMS. We are operating in unknown territory with that
regard. A contract has never been offered and responded to, but I
am of the suspicion that the cost of living is going to cause a lot
of the savings that we have seen disappear when it comes to urban
areas.

Ms. NORTON. Do you have any opinion on that?
Ms. SIGGERUD. Ms. Norton, I think your first statement was ex-

actly right. You said you are seeking facts, and what we have
heard today from the Postmaster General is that this contracting
out procedure is a routine business matter that provides important
flexibility. But I have also seen the press from the employee organi-
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zations saying that this contracting out concept is increasing and
that there are certain negative consequences from it.

I think until we get in and actually look at those data and under-
stand the extent to which this is happening and what the implica-
tions are, I can’t provide you an overall view on this.

Ms. NORTON. Mr. Chairman, if I may say, this provides us with
a rare opportunity before contracting out becomes a settled cultural
matter to, in fact, ask the appropriate officials to report to us on
the effect of it so that if it is to be done, contracting out is the way
Government operates more and more, so I am certainly not here to
say that the Postal Service, which already does a fair amount of
contracting out, shouldn’t do it. What I am here to say is that we
have seen horrendous, horrific, once insight began to be done, infor-
mation of waste of taxpayers’ funds. And exactly what you said was
said to us, it costs less, so what are you worried about.

One of the ways to, in fact, perhaps reform that process as it be-
gins is to get regular reports on its accountability.

Finally, I just want to know. I worry about the Postal Service.
I know it has to have rate increases in order to keep up with what
is expected of it. I also see technology, and it is hard for me to un-
derstand how businesses can somehow stay ahead of the tech-
nology, and then I see businesses that are direct competitors of the
Postal Service, and obviously more facile because they are private
businesses, and wonder whether or not we are in a race against
time with rate increases perhaps turning people in to other forms
of communication, or if there is some real way to head that off so
that they stand on at least the kind of parallel footing that the
Congress would envision. Is technology the problem for the Post Of-
fice? Is rate increases the problem for the Post Office? Is there any
way for the Post Office to truly compete with private business,
which, in fact, rapidly gets a hold of this technology, or other peo-
ple not even in the Postal Service business whose technology is
then used by the general public while, of course, we insist and will
always insist that the mail be delivered every weekday out there.

I just want your honest assessment if we are in a holding action
here or whether this is the kind of service that can keep up with
the changing technology.

Mr. WILLIAMS. I am fairly optimistic with regard to the ability
of the Postal Service and the Postal Service working with its cus-
tomers and unions and management associations to remain finan-
cially viable. I think the Congress has also done some to help that.

The greatest need we have now, in my view, is the right-sizing
of the network. It is much too large. It is going to be complex to
build down because it is a very changing environment, but a lot of
promise in savings remain there.

With regard to technology, I think there is some very important
technology that has been deployed and that is about to be deployed
that is going to serve the bottom line in the Postal Service very
well for the coming years.

I am not pessimistic, but I do believe that we do need to right-
size the network, and that has begun. There has been some
progress and some of it has been impressive, but it needs to con-
tinue and complete itself.

Mr. DAVIS OF ILLINOIS. Thank you very much, Delegate Norton.
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Mr. MCHUGH. Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Mr. McHugh.
Mr. MCHUGH. You have been very gracious with your time, and

I was wondering if I may impose upon that grace.
Mr. DAVIS OF ILLINOIS. Yes.
Mr. MCHUGH. Ms. Siggerud, did I understand you to say that

you are going to be looking at this issue of contracting out?
Ms. SIGGERUD. We do not currently have a request from a Mem-

ber of Congress to do so, but would, of course, respond to one if we
received one.

Mr. MCHUGH. Mr. Chairman, if I may, this is a very complex sit-
uation. I don’t want to suggest I know the answer here, but you
clearly have established highway contract routes. As someone who
lives in an area where those are common, they are wonderful.
Those folks do a great job. And to the extent those need to be ex-
panded, I definitely think we should.

I think the issue here, though, is there is a new contracting out
process, contract delivery services, and they are not always in the
traditional less-urban areas. They may be fully justified. There are
some, or at least one I know in New York City in the Bronx. I just
think, as we have heard other panel members suggest, that it is
an important issue. There are provisions in the contract, the basic
labor agreement, which do apply to this and have been around for
a long time, but maybe times have changed again.

I just think, if I may suggest respectfully, Mr. Chairman, in this
subcommittee’s oversight capacity it might be helpful to bring some
clarity and perspective as to what the circumstances are, what, if
any, new trends are out there, and what that means, so that we
can conduct a proper oversight and so that decisions can be made
that are the best for the postal customer, the best for the Postal
Service, but I would argue, as well, serve the men and women that
work so hard to make this Postal Service work appropriately, as
well, if I could just suggest that, Mr. Chairman.

Mr. DAVIS OF ILLINOIS. Let me thank you for your recommenda-
tions and suggestions, Mr. McHugh. I think all of us recognize that
this is a contentious issue and it is one that the committee will
thoroughly explore. We looked at what has already been put into
agreements relative to collective bargaining, relative to areas of
work, and any time there is a new thrust, then I think that has
to be scrutinized very carefully.

I am one of these individuals who believe that we all have cer-
tain kinds of rights, that labor has certain kind of rights, manage-
ment has certain kind of rights, but I also believe that my rights
end where the next person’s rights begin, and that we have to do
everything in our power to protect and promote those of all aspects
of our society. I think that is what we will be doing as we wrestle
with this issue. So I appreciate your comments and recommenda-
tions.

I have no further questions for this group of witnesses. I want
to thank you very much for coming before us. We appreciate your
being here. We will move to our next panel.

Mr. WILLIAMS. Thanks, Mr. Chairman.
Ms. SIGGERUD. Thank you.
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Mr. DAVIS OF ILLINOIS. Mr. William Burrus, Mr. William
Young—a lot of William’s in this group—Donnie Pitts, and John
Hegarty.

As we are switching places, I will proceed with the witness intro-
ductions.

Mr. William Burrus is president of the American Postal Workers
Union [APWU]. The APWU represents the largest single bargain-
ing unit in the United States, which consists of more than 330,000
clerk, maintenance, and motor vehicle employees working in 38,000
facilities of the U.S. Postal Service.

Mr. William Young is the 17th national president of the National
Association of Letter Carriers, the 300,000 member union rep-
resenting city letter carriers employed by the U.S. Postal Service.

Mr. Donnie Pitts is president of the National Rural Letter Car-
riers’ Association [NRLCA]. He has over 37 years of experience
with the Postal Service at both the State and national levels.

And Mr. John Hegarty was sworn into office as National Postal
Mail Handlers Union [NPMHU], national president effective July
1, 2002, and was re-elected to that position by acclamation of the
delegates to the Union’s national convention in 2004. More than 10
years prior to becoming national president, he served as president
of Local 301 in New England, the second-largest local union affili-
ated with the NPMHU.

Gentlemen, as you know, it is the tradition that we always swear
in witnesses.

[Witnesses sworn.]
Mr. DAVIS OF ILLINOIS. The record will show that each witness

answered in the affirmative.
Your entire statement will be included in the record. Of course,

all of you have done this many, many, many times. We will begin
with Mr. Burrus, and we would expect you to give a 5-minute
statement, after which we will have time for questions and re-
sponses.

Mr. Burrus.

STATEMENTS OF WILLIAM BURRUS, PRESIDENT, AMERICAN
POSTAL WORKERS UNION, AFL–CIO; WILLIAM H. YOUNG,
PRESIDENT, NATIONAL ASSOCIATION OF LETTER CAR-
RIERS; DONNIE PITTS, PRESIDENT, NATIONAL RURAL LET-
TER CARRIERS’ ASSOCIATION; AND JOHN F. HEGARTY, NA-
TIONAL PRESIDENT, NATIONAL POSTAL MAIL HANDLERS
UNION

STATEMENT OF WILLIAM BURRUS

Mr. BURRUS. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, on behalf of the

American Postal Workers Union, thank you for providing me this
opportunity to testify on behalf of the more than 300,000 dedicated
postal employees that we are privileged to represent.

I commend the committee, through your leadership, Mr. Chair-
man, fulfilling your responsibility of oversight of this important in-
stitution. We begin a new era in the long and proud history of a
Postal Service that predates the founding of our country. Over the
past 4 years we have debated the future of the Postal Service and
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now the long struggle to achieve reform has been concluded. We
now turn our attention to its implementation.

As you may recall, our Union opposed postal reform because we
viewed it as a veiled effort to undermine collective bargaining
through regulatory restrictions and rate caps. We did not prevail,
but we now lend our best efforts to making it work.

In this new world of postal reform, each institution must now
find its rightful place. You legislate, unions represent, managers
manage. When these responsibilities overlap, and they sometimes
do, the system can break, and more often than not service and
workers suffer.

As inviting as it may be, when you are asked to intervene with
legislative action in areas best left to the parties, I request that you
resist the temptation to do so.

Let me be clear. I welcome your intervention in collective bar-
gaining matters if you can assure me that your decision will be on
the side of the workers in each and every instance. Of course, you
cannot afford me that assurance. Therefore, to borrow a phrase
from postal critics, we ask with deep respect that you stick to your
knitting and leave collective bargaining to the parties.

In debate preceding the passage of postal reform, the record was
littered with forecasts of gloom and doom for hard copy communica-
tion. Predictable rate increases within the CBI, coupled with regu-
latory oversight, were declared essential to save the U.S. Postal
Service. After much legislative give and take, we are now proceed-
ing with the implementation of a new business plan, but none of
the uncertainties that were cited to justify postal reform have been
resolved.

The gloom and doom scenarios were never reflective of reality,
and the uncertainty that prompted these dire projections remain
unaffected by reform. Although the record is closed and the bills
are now law, on behalf of the APWU members I assert that we will
never accept as fair the changes included in the legislation that
limit compensation for injured postal employees. This was an injus-
tice and our Union will not rest until it is reversed.

Your overview of the U.S. Postal Service is occurring at a water-
shed moment in the history of this vital institution. The Postal
Service is now facing challenges, including working within the rate
cap and finding a way to support itself by managing services that
compete directly with private sector companies.

The Postal Service faces these challenges under rules that have
yet to be written by the Regulatory Commission, a newly created
body with awesome powers and responsibilities.

A recent decision by the Commission regarding the USPS request
for rate adjustments is a positive sign. It indicates that the Com-
mission intends to serve as an independent reviewer of the postal
rate structure. Under the leadership of Chairman Blair, Commis-
sioners gave careful consideration to the record, and they arrived
at fair conclusions. I commend the Commissioners for their
thoughtful and just decision to recommend the first class rate un-
burdened by excessive work share discounts.

The American Postal Workers Union is proud that we were the
only intervener to propose a $0.41 first class stamp rather than the
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$0.42 sought by the U.S. Postal Service, and we are pleased by the
Commission’s decisions.

The Board of Governors and the Commission are also com-
mended for conceiving and approving the forever stamp. The very
concept is a reflection of new and innovative thinking.

We applaud the Commission for rejecting the radical proposal re-
ferred to as ‘‘de-linking’’ which would separate the rate for single
first class letters from the rate for first class work shared letters.
This proposal, if adopted, would have set the stage for a continual
decline in the uniform rate structure.

The Commission must also be watchful far into the future and
resist demand to erode the very foundation of our mail system, uni-
versal service and uniform rates. The British postal system has re-
cently announced a plan to begin zone pricing that could lead to
higher rates for delivery to rural areas. Such a disparity would not
be tolerated in America.

Throughout the debate on postal reform, the American Postal
Workers Union was a vital critic of excessive work share discounts,
and we applaud the recent recommendation of the Commission to
initiate change. This is a start, and we hope to work with the Com-
mission in the appropriate review to determine their relationship
to the cost of what is standard.

My Union has a long history of engagement in the USPS effort
to consolidate the processing network, and in communities through-
out the country we have called upon the elected public officials to
join with us. I am not aware of a single congressional representa-
tive who has rejected our appeals to require the Postal Service to
seek meaningful immunity input prior to making a final decision.

The record is clear. With your help we have been successful in
preserving service, protecting local postmarks, and defending com-
munity identity.

The APWU has also been a consistent advocate for postal effi-
ciencies. We did not appeal for your assistance when postal officials
engaged in massive investment in automation designed to enhance
productivity. More than $20 billion has been invested in the auto-
mation of mail processing, and as a result of this investment the
number of craft employees has been reduced by more than 80,000
employees. But there is a line between deficiencies and service.
Highly publicized experiences in Chicago, Boston, and New Mexico
demonstrate that postal management has not yet found the right
balance. This chase to the bottom for savings cannot justify deny-
ing the American public a service that is required by law. Our
Union and our Nation’s citizens reject the Circuit City business
model as one to be copied for mail services. We shall need your
oversight to hold the Postal Service accountable.

APWU members are proud to be a part of the most efficient Post-
al Service in the world, and we intend to be a part of a team effort
to preserve this legacy, including working with this committee.

In closing, Mr. Chairman, I want to take this opportunity to
speak directly to the committee about a unique matter pending be-
fore the Postal Service and to seek the committee’s assistance in
its resolution.

For many years I have been advancing that the Postal Service
issue a commemorative stamp honoring the millions of slaves

VerDate 17-JUN-2003 10:16 May 29, 2008 Jkt 000000 PO 00000 Frm 00146 Fmt 6633 Sfmt 6633 C:\DOCS\40873.TXT KATIE PsN: KATIE



143

whose work in bondage contributed so much to building this coun-
try. I have made some progress in these efforts, and the Postal
Service has agreed that a stamp will be issued in 2008 honoring
those human beings who suffered so much for so little reward.

Unfortunately, we may be in disagreement over the image to be
depicted. The Stamp Committee is proposing to depict the ship
transporting slaves across the ocean, and I simply ask do we honor
the oppressed or the oppressors. Tens of millions of human beings
completed their life journey without notice, and this stamp pre-
sents an opportunity to display their image, to tell their story in
a stamp. After 400 years, it is the right thing to do.

I thank you, Mr. Chairman, for your leadership and that of the
members of this committee. As we embark on the future under a
new business model, we shall need your attention and your wis-
dom. Thank you for your efforts.

I will be pleased to respond to any questions the committee may
have.

[The prepared statement of Mr. Burrus follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Burrus.
We will proceed to Mr. William Young.

STATEMENT OF WILLIAM YOUNG
Mr. YOUNG. Thank you, Chairman Davis.
Before I begin, I want to thank you, Mr. Chairman, for your lead-

ership over the past several years as Congress debated postal re-
form legislation. Thanks to the bipartisan partnership you and
Chairman Henry Waxman established with Tom Davis and John
McHugh, Congress enacted a reform bill in December that is large-
ly positive and fair to all concerned.

I have submitted an extended statement for the record that
touches on the need for additional reforms, but for the moment I
want to focus on a single issue that I believe is a serious threat
to the future of the U.S. Postal Service, the contracting out of letter
carrier jobs.

In its dealings with the NALC and its management training pro-
grams, the Postal Service has signaled its intention to promote the
out-sourcing of mail delivery to new addresses whenever and wher-
ever it can. I am here today to sound an alarm on this penny-wise
but pound-foolish policy and urge Congress to put a stop to it.

Contracting out an inherently governmental function like the de-
livery of mail is misguided and it is wrong. It runs counter to the
Postal Service’s basic business strategy, and it violates both the in-
tent and the spirit of the Nation’s postal laws.

The Postal Service’s key asset is the trust and confidence of the
Nation’s mailers. Employing part-time, low-wage workers with no
benefits will lead to high turnover and poor service over time. This
will break the trust that Americans have developed with the Postal
Service through their long-term contact with dedicated career letter
carriers.

Out-sourcing core functions is rarely successful business strat-
egy. Uniformed career letter carries and clerks are the public face
of the U.S. Postal Service. They represent the brand, so to speak.
Out-sourcing your brand might save you money in the short term,
but it is sure to backfire over the long run. As the quality and trust
in the system declines, mail volume and mail revenue are bound
to fall, wiping away any real savings. Beyond that, the Postal Serv-
ice’s strategy to employ intelligent mail technologies in the future
will require an even more dedicated and better skilled letter car-
rier, a need that will not be met through the widespread use of con-
tractors.

Out-sourcing letter carrier mail also contradicts the basic policy
outlined in the Nation’s postal law, which specifically grants collec-
tive bargaining rights and calls on the Postal Service to place par-
ticular emphasis on opportunities for career advancement for its
employees and to support their achievement of worthwhile and sat-
isfying careers in the service to the United States.

Yet, the Postal Service appears to be dead set on a policy of out-
sourcing new deliveries across the country. Although a very small
percentage of total deliveries are contracted out today, with the ad-
dition of 1 to 2 million new deliveries each year, it will not be long
before a two-tier system of delivery begins to undermine the trust
and quality of the Postal Service.
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Congress should act to stop the cancer of contracting out now, be-
fore it spreads and undermines the most affordable and efficient
Post Office in the world. If this is not stopped now, in 10 to 15
years there could be tens of thousands of contractors out there.
When your constituents begin to complain, they won’t be calling
me, they will be calling you.

Now, the Postal Service would have you believe that contracting
out the final delivery of mail is nothing new and no big deal. I am
sure you read the document sent to every Member of Congress last
week, the paper entitled, ‘‘Contracting Out by the U.S. Postal Serv-
ice, Not New.’’ The central claim of this misleading document is
simply not true. Yes, the Postal Service has long used contractors
on so-called highway contract routes to transport mail between post
offices and to do occasional deliveries en route in rural areas, but
using contractors to deliver mail in urban and suburban settings
is something totally new.

The fact is the Postal Service has embarked on a radical expan-
sion of out-sourcing in the delivery area, following the same mis-
guided practice used by many private companies to suppress wages
and destroy good middle-class jobs, replacing them with lower-paid,
contingent, and part-time positions.

In 2004 and 2005 Postal Service headquarters initiated an
HCR—that is highway contract route—enhancement and expansion
program. I have provided for the record a copy of the presentation
used by postal management trainers to explain this new program.
Its goal was to broaden and transform the use of HCRs to include
not just the traditional transportation of mail but also the delivery
of mail, as well.

Of course, the Postal Service knew that its new policy would be
controversial. Look at the last slide on its training program. The
Postal Service saw congressional influence as the No. 1 obstacle or
barrier to success of that program. They had good reason to worry
about congressional opposition. In the summer of 2005, the House
of Representatives voted 379 to 51 to oppose an amendment offered
by Representative Jeff Flake to the postal reform bill which was
eventually adopted to experiment with the privatization and alter-
nate forms of deliveries in 20 cities across the country. I note that
the current members of this subcommittee opposed that amend-
ment by a vote of 10 to 1.

In 2006, despite the express views of Congress, the Postal Serv-
ice went even further. It began advocating contract delivery as a
growth management tool and it introduced contract delivery service
[CDS], routes for new deliveries in urban and suburban areas.
Such routes are to be considered for all new deliveries. That is
their training program. Of course, these CDS routes bear no rela-
tion to the traditional highway contract routes. Although the con-
tractors do receive the same low pay and no benefits, their main
duties involve delivery work, not mail transportation.

Why is the Postal Service doing this? According to another man-
agement presentation used recently in Seattle, which I have also
provided for the record. Contract routes are ‘‘the most cost efficient,
because they provide no health insurance, no life insurance, no re-
tirement, and no tie to union agreements.’’ They call that efficiency.
I call it an assault on middle class living standards.
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Mr. Chairman, what the Postal Service is doing is not business
as usual. The CDS routes it has established in recent months in
urban areas like the Bronx or suburban areas outside of Fresno,
CA, or Portland, OR, cannot be truthfully described as ‘‘nothing
new.’’

I urge this subcommittee to consider legislation to block the Post-
al Service from taking the low road that far too many employers
in this country have adopted. The Postal Service should not con-
tribute to wage stagnation and add tens of millions of workers
without health insurance or adequate pension protection. Indeed,
the Postal Service has been and should remain a model employer.
It has combined decent pay and wages with ongoing innovation to
keep Postal Service rates low and affordable. It does not need to
join the race to the bottom with respect to employment standards,
and it should not gamble with the trust and support of the Amer-
ican people.

Before I finish let me address one final issue. You may have
heard from postal management that subcontracting is a bargaining
issue and that Congress should stay out of labor relations that are
currently underway. NALC, like the APWU, does not want Con-
gress to get involved in our collective bargaining. However, what
we do want is for Congress to ensure that there is collective bar-
gaining for all postal employees who deliver the mail. By assigning
new deliveries to contract workers, the Postal Service is seeking to
avoid collective bargaining. Whether they out-source the core func-
tion of its mandate is a legitimate public policy issue. You can and
should weigh in on this issue. You can start by enacting H.R. 2978,
a sense of the House resolution to oppose postal out-sourcing.

I know that you did not work dozens of years on postal reform
only to see the Postal Service turn around and throw it all away.
Neither did I.

Thank you again, Mr. Chairman, and thanks to all the members
of this committee for my opportunity to testify.

[The prepared statement of Mr. Young follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Young.
We will proceed to Mr. Pitts.

STATEMENT OF DONNIE PITTS
Mr. PITTS. Thank you, Mr. Chairman.
Before I start, I would ask that my remarks be included in the

record, the written remarks that I have provided.
Mr. Chairman and members of the committee, my name is

Donnie Pitts and I am president of the 111,000 member National
Rural Letter Carriers’ Association. I want to thank you, Mr. Chair-
man, for holding this oversight hearing.

Back in 1985 I had the pleasure of testifying before the House
Ways and Means Committee as vice president at that time of the
Alabama Rural Letter Carriers’ Association. It is an honor to be in-
vited to testify again before Congress, this time as president of the
National Rural Letter Carriers’ Association.

Rural carriers serve more than 75,000 total rural routes. We de-
liver to 37.4 million delivery points, driving a total of 3.3 million
miles per day. We sell stamps, money orders, accept express and
priority mail, collect signature and/or delivery confirmation pieces,
and pick up registered, certified mail and customer parcels. Our
members travel everywhere every day, serving America to the last
mile.

Mr. Chairman, the most important issue affecting our craft at
this moment is the contracting out of delivery service by the Postal
Service. Delivery is a core function of the Postal Service, and out-
sourcing this function is contrary to the mission of the agency. The
practice jeopardizes the security, sanctity, and service of the Postal
Service. I ask that Congress fulfill its duty of oversight and take
immediate steps to halt the continuation of this practice.

Delivery managers have been encouraged to favor CDS, or con-
tract delivery service, using contract employees over delivery by
city or rural letter carriers for all new deliveries based on cost sav-
ings. Contracting out is reported to save roughly $0.15 per delivery
point, but at what cost. When the Postal Service started the con-
tracting out of deliveries, they were still tasked with paying billions
of dollars into an escrow account and covering the cost of postal
employees’ military pension obligation. With the passage of postal
law 109–435, the Postal Service was relieved of both the $27 billion
obligation for military pensions and $3 billion annual payment into
the escrow account, and new laws allow the Postal Service to retain
a profit, and a banking provision allows any unused rate authority
to be saved for use at a future time.

There remains an opportunity to file one last rate increase under
the old law. The Postal Service has not given the new law which
this committee wrote and passed a chance. If the Postal Service
had lived under the new law for 5 to 10 years and then found they
were running huge deficits, perhaps we could understand cost cut-
ting measures, but it has only been 4 months since the bill became
law. Why does the Postal Service see the need for even more cost
savings?

Security has become one of the most important concerns facing
Americans today. Following the terror attacks on September 11,
2001, and anthrax attacks that fall, the White House, Department
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of Homeland Security, and Department of Health and Human
Services, working closely with the Postal Service, the NRLCA, and
the NALC developed a plan to call upon letter carriers to deliver
antibiotics to residential addresses in the event of a catastrophic
incident involving a biological attack. Why us? Because citizens
trust us. Star route carriers aren’t even involved in this service,
and now CDS carriers.

Many contractors subcontract their routes. Letter carriers are
Federal employees who are subject to close scrutiny of their char-
acter, background, and criminal history, if any. What kind of scru-
tiny are subcontractors subjected to? Does a contractor take the
same care in screening a subcontractor employee as the Postal
Service takes?

Sanctity of the mail stream is one of utmost importance. Sen-
sitive materials are mailed every day. Financial documents, credit
cards, Social Security checks, medicine, passports, and ballots must
pass through the mail.

A contract carrier in Benton, AR, stole a person’s credit card
identity, and he was caught by the police. A Bridgeport, PA, con-
tract employee threw away 200 pieces of first class mail. His postal
record indicated he should never have been hired. In Appalachia,
VA, a contractor pleaded guilty in an election rigging scheme where
absentee ballots were forged or votes were purchased with bribes.
Are these the kind of people we want delivering the mail?

Service is the reason that USPS ranks as the most trusted agen-
cy in the Federal Government. Letter carriers are the most trusted
part of that equation, according to customer satisfaction surveys.
All new rural carriers are required to attend a 3-day training acad-
emy which instructs them on all aspects of their job. This training
academy, staffed by experienced rural carriers, serves as a clear-
inghouse for the rural craft. There is a direct connection between
our training academies and customer service satisfaction. Contract
carriers don’t have the training academies, and any training they
may receive is inferior to the training developed by the Postal Serv-
ice and the NRLCA.

There is a lack of accountability and no clear chain of command
for supervision. Neither customers nor the Postal Service will know
who is responsible for service problems or delivery concerns. The
Postal Service sites as a general rule that public interest, cost, effi-
ciency, availability of equipment, and qualification of employees
must be considered when evaluating the need to contract. After
evaluating contract delivery service, I ask is this cost savings worth
the risk. The answer is obvious.

Mr. Chairman and members of the committee, I thank you for
inviting me to testify today. If you have any questions of me, I will
be glad to answer them.

[The prepared statement of Mr. Pitts follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Pitts.
We now will proceed to Mr. Hegarty.

STATEMENT OF JOHN HEGARTY
Mr. HEGARTY. Good afternoon, and thank you, Chairman Davis

and members of the subcommittee, for inviting us to testify.
The National Postal Mail Handlers Union represents almost

57,000 mail handler employees employed by the Postal Service. I
have submitted written testimony and would ask that it be in-
cluded in the official record.

There is one crucial and overriding point that I want to empha-
size at this hearing. From all indications there is a subcontracting
virus pervading Postal Service headquarters, and not just in deliv-
ery services. I will apologize in advance if some of my comments
are similar to my colleagues’, but I think those points need to be
re-emphasized. This is extremely unfortunate, not only for mail
handlers and other career postal employees, but also for postal cus-
tomers and the American public.

From my perspective, contracting our work out to private em-
ployees who receive low pay and even lower or no benefits is effec-
tively destroying any sense of harmonious collective bargaining and
productive labor relations. The parties have freely negotiated
wages and benefits for career mail handlers for more than 30
years. To subcontract out work solely to undermine the results of
collective bargaining without any justification other than saving
money is directly contrary to the purpose of those negotiations and
to the policies set forth in various Federal statutes.

But subcontracting is even more dangerous and more unjustified
when it is viewed from the perspective of the American public. We
believe that privatizing the processing or delivery of mail jeopard-
izes the very core of the postal system that is the cornerstone of
the American communication system. First, using subcontractors to
process and deliver the mail jeopardizes the sanctity and security
of the mail, raising important concerns about who is handling the
mail and precisely what might find its way into the postal system.
Especially after the terrorist attacks of September 11, 2001, and
the anthrax attacks of October 2001, postal handlers and other ca-
reer postal employees are better able to deal with the Homeland
Security issues surrounding terrorism and other issues than pri-
vately contracted employees.

Mail handlers are hired after written exams, entry and back-
ground testing, and often with extensive experience in the military
under veteran preference laws. Mail handlers are hired for a career
job, and therefore have a greater stake in performing their job well
and in the success of their employer.

Private employees certainly are not trained to protect the mail
or the American public from the dangers of biohazards or mailed
explosives, just to name two of many security concerns.

If maximizing our Homeland security is an important goal, then
career mail handlers who are properly trained and experienced are
better able to handle the potentially dangerous situations that may
arise in and around the Nation’s postal system.

Using private employees to process and deliver the mail also
raises a host of other concerns that should give pause to any sub-
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contracting plans by the Postal Service. To pose just a few items
of concern that deserve the attention of this subcommittee, sub-
contracting will increase the dangers associated with identity theft.
Subcontracting will defeat the very purpose of veteran preference
laws and eliminate all of the benefits that are meant to accrue both
to employees and to the Postal Service when the agency is encour-
aged, if not required, to hire our Nation’s veterans. This is espe-
cially important today with our service men and women returning
from Iraq, Afghanistan, and other duty stations.

Just to preempt a question that I believe comments that Rep-
resentative Cummings discussed earlier, how do we get more young
people hired into Government jobs? The first way that you do that
is to have the jobs for them to go into in the first place.

There are more valid concerns, but there is no reason to belabor
the point. The Postal Service’s continuous attempt to subcontract
our work to private contractors follows a disturbing pattern of pri-
vatization for privatization’s sake and is not based on any enhance-
ment of the product or services being provided.

The dangers of subcontracting have been confirmed by some re-
cent examples. Approximately 9 years ago the Postal Service de-
cided to contract with Emery Worldwide Airlines to process priority
mail in a network of ten mail processing sites along the eastern
seaboard. Today the work at those facilities has been returned to
mail handlers, but not before the Postal Service suffered losses in
the hundreds of millions of dollars.

At a meeting of the Postal Board of Governors, one Governor said
publicly that the Emery subcontract was one of the worst decisions
they had ever made as a Board.

A similar story can be told about the out-sourcing of the mail
transport and equipment centers [MTECS]. Several years ago
about 400 mail handlers were displaced from these facilities in
favor of private sector employees working for contractors who
passed their costs along to the Postal Service. The Office of the In-
spector General audited these contracts and concluded that the
Postal Service had wasted tens of millions of dollars in the ineffi-
cient use of these contractors, and that the same work, if kept in-
side the Postal Service, would have been performed more cheaply.

More recently, just 6 months ago in November 2006, manage-
ment decided to subcontract the processing of military mail that
was being performed by mail handlers employed at the New Jersey
International and Bulk Mail Center. This is military parcels and
other mail headed to Iraq and Afghanistan, as well as mail coming
back to the States from our service members. Without exaggera-
tion, this is one of the most outrageous subcontracting decisions
that the Postal Service has ever made.

In May 2005, the joint military postal activity for the Atlantic
area representing the U.S. Army, Navy, Air Force, Marines, and
Coast Guard, issued a formal letter of appreciation to the career
postal employees handling this military mail, stating that their
professional work ethic and personal contributions from 2000 to
2005 significantly contributed to the morale and welfare of all of
our service members. They stated, ‘‘Your dedication and honorable
service is appreciated,’’ and the letter said, ‘‘May God bless you and
keep you safe.’’
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One year later, in July 2006, representatives of the military at-
tended a meeting onsite at the New Jersey postal facility and again
took the opportunity to thank the mail handlers for their continued
dedication, hard work, and support for the military. But only a few
weeks later, in early authority, 2006, postal management informed
the union that this operation would be contracted out and the work
subsequently was transferred to private employees in November of
last year.

If there is a rationale for this subcontracting, it has not been ex-
plained to the Mail Handlers Union. Rather, the career mail han-
dlers whose dedicated service had ensured that this mail was being
efficiently and timely handled on its way to our troops were
slapped in the face by local postal managers who decided that sav-
ing a few dollars should override the views of the U.S. military and
the needs of Homeland security.

Another recent example concerns the Postal Service’s ongoing
consideration of subcontracting for the tender and receipt of mail
at many air mail centers and facilities. Once again, the Postal
Service seems incapable of recognizing that career mail handlers
are part of a permanent and trained work force, one that is par-
ticularly well suited to the additional security concerns that are
presented in and near the Nation’s airports.

The members of this subcommittee will remember that shortly
after September 11th Congress insisted that security workers at
the airports should remain Federal employees. We believe that a
similar requirement should be imposed on postal employees who
may be sorting and loading mail for transportation onto commercial
airlines. In this day and age does the American public really want
a series of low-bid workers handling packages and mail that is
being loaded onto airplanes? Does Congress really want to allow
the Postal Service to contract out this work simply to save a few
dollars? To the Mail Handlers Union the answer should be a re-
sounding no.

Again, thank you for this opportunity to testify, Mr. Chairman.
If you have any questions, I would be glad to take them.

[The prepared statement of Mr. Hegarty follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Hegarty. I
want to thank all of you for your testimony.

I am also pleased to note that we have been joined by our rank-
ing member, whose plane had been delayed as a result of the se-
vere weather that we have been having in some parts of the coun-
try. Before we go into the question period, I would like to ask
Ranking Member Marchant if he has any comments that he would
like to make.

Mr. MARCHANT. Thank you, Mr. Chairman.
I again apologize to the whole group of you. It has been a crazy

couple of days on the northeast. They say that if anything happens
in Dallas, anything that happens in Boston happens in Dallas
about 5 minutes afterwards. My deepest apologies. I am very inter-
ested in this subject and share with the chairman in appreciation
for all of your participation today.

I have some questions, but I will save them for later. Thank you,
Mr. Chairman.

Mr. DAVIS OF ILLINOIS. Thank you very much.
We will begin with the questions.
Mr. Burrus, the Postal Service has set a goal of reducing work

hours by 40 million this year. In an effort to improve efficiency and
productivity, all of these things are really important and speak well
from an efficiency, effectiveness, and cost containment point of
view.

Do you think that this can be accomplished without causing real
problems in some areas of service and delivery?

Mr. BURRUS. It is possible. With the introduction of technology,
particularly in the mail processing network, the preparation of mail
for delivery, that it does not require time in the office for prepara-
tion. There are a number of methods that the postal workers can
undertake that they can achieve reductions of personnel. There is
always friction, though. And where there is friction, we apply the
provisions of our collective bargaining agreement. We don’t come to
Congress to seek your assistance. We apply the collective bargain-
ing agreement. We have the option of going to arbitration over its
provisions if we are not successful in negotiations, but there is al-
ways tension between the employer and the Union. The employer’s
responsibility is to achieve the maximum effectiveness at the re-
duced cost, and our obligation is the absolute reverse, so there is
tension there, and the collective bargaining process is where we
meet and resolve those differences, not always to our satisfaction.
I don’t suggest to you that we are always satisfied with the out-
come. We have been wrestling over article 32 subcontracting issues
not just recently, not just in the last year. For 35 years we have
challenged the Postal Service.

I associate myself totally with all the remarks of my colleagues
about the negatives of subcontracting, the impact on service. But
we make those arguments in a different forum. We make those ar-
guments in a forum where the Postal Service has the opportunity
to respond, and if we are dissatisfied with that response we go to
arbitration.

But yes, there is always tension between your employer and the
union in terms of efficiencies, productivity improvements, reduction
of personnel. We fight those as best we can using the tools avail-
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able to us at the time, but we don’t come to Congress and seek your
assistance when we fail.

Mr. DAVIS OF ILLINOIS. Thank you very much.
Mr. Young, we heard Chairman Miller, we heard the Postmaster

General vigorously and passionately defend this new notion of con-
tracting out in a sense. We have also heard about the difficulty of
maintaining service. We look at decline in first class mail as we
look at the competitiveness of the mail industry in terms of other
entities that deliver mail. So they pretty much indicated that there
is a need to do this as a cost saving function. Are there other ways
perhaps that the cost savings could occur without going to this new
service contracting out that management is talking about?

Mr. YOUNG. The answer is yes, Mr. Davis. Look, I don’t want to
get into collective bargaining here, but, just as a for instance, I of-
fered them a proposal that would save them $20 billion, $20 billion
over the next 30 years. They rejected that proposal because they
would rather have the current language in article 32 which allows
them to contract out than the $20 billion in real savings in their
pocket. So I get a little aggravated when they come up here. I lis-
tened to Jack Potter and I listened to Chairman Miller, and they
suggest to you that nothing is new, they have done this forever.

Article 32, as Mr. Burrus said, has been in our contract I think
from the very beginning. There was a need for it to be in the con-
tract. Nobody quarreled with that. Our Union never grieved it,
never appealed it, never tried to get rid of it because in rural
America, the way they used it initially with highway contract
routes, it made good sense. But now they are going too far, in our
view.

Why I don’t think this is collective bargaining, Congressman, I
think this is public policy. The Members of Congress are going to
decide for all of us that work there, all these people out here that
use the mail, everybody else in America, you are going to decide
what kind of a Postal Service do you want, what kind of services
do you want to provide to the American public.

The risk they run with this contracting out itch of theirs is if
they lose the confidence of the American public to deliver the mail
they are gone.

Now, let me just give you one example. I heard what the Post-
master said, but he is not being truthful. In Orange, CA, right in
the middle of one of the city letter carrier routes of people that I
represent, they built a shopping center. The Postal Service decided,
rather than letting the regular letter carrier absorb that shopping
center in his route, that they would contract it out to a private de-
livery. For 6 weeks it appears as though the private contractor was
performing its functions I guess correctly, because no complaints
were in. Then 1 day he was told that he had to take a mailing, a
full coverage circular mailing, out on his route. He got nasty with
the boss on the workroom floor. I can’t repeat in Congress what he
said. If a letter carrier said it, believe me, they would have gotten
a disciplinary notice, or a clerk said it, or a mail handler said it,
or a rural carrier, they would have been immediately issued a dis-
ciplinary notice. But this guy got nothing because the boss said
look, he’s a private contractor, what do you want.
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He started taking the mail home and not delivering it. Calls
started going into the Postmaster in Orange, CA. What do you sup-
pose he told the people that called? Nothing I can do about it. It
is a private contractor.

What I am saying to Congress is this: when the American public
loses faith in the ability of the men and women that currently are
moving that mail from the factories to their homes, we will be out
of business, Congressman. I think they risk that with this path
that they now go on, which requires every—and I don’t know why
they won’t tell you that. I gave you their training programs. They
say it. Every new delivery must be considered for private contrac-
tor, not 2 percent, not 6 percent, not 1 percent, every single new
delivery is being given consideration for private contracting.

I will tell the Congress so there is no mystery. Is it cheaper to
use private contractor? The answer is yes. It is very much cheaper.
Why? They don’t get health benefits, they don’t get retirement,
they don’t get annual leave, they don’t get sick leave. There is
about a 40 percent roll-up in the payroll for benefits in most mod-
ern companies in America. They are achieving the 40 percent sav-
ings by hiring private contractors.

Mr. DAVIS OF ILLINOIS. Thank you very much.
We will now go to Mr. Marchant.
Mr. MARCHANT. I think I would like to ask a couple of questions

about the security issues that arise out of the contracting out and
open that question to the panel.

Mr. YOUNG. If I could just put 2 cents in, when somebody put
anthrax in the mail a number of years ago it was very difficult, and
some of the Members of Congress have already recognized how
bravely the postal employees reacted and behaved during that proc-
ess. We still to this day, at least as far as Bill Young knows, we
still don’t know who did that. We still haven’t gotten the person
that put that deadly virus in the mail. We haven’t brought them
to justice.

Think how difficult that would be trying to contain that if—let’s
fast forward 10 years. Let’s say Congress makes the decision we
are not going to do anything to disrupt this current contracting out
craze that is going on. Now it is 15 years from now we have 30,000
individual contractors out there, plus the network of whatever is
left of us, the four of us that are sitting here, and we have to try
and contain this virus somehow with all of these tentacles out
there.

The members of my Union, Congressman, they volunteered to de-
liver vaccinations if, God forbid, we get a biological attack. We and
the rural carriers signed an agreement with Homeland Security
when Tom Ridge was the Director to do that. Does anybody in this
room think private contractors are going to go to that extent? It
isn’t going to happen.

Mr. HEGARTY. The security issues are quite a few, from our per-
spective, especially with the two examples that I cited, the airport
mail facilities and also the military mail.

If you are paying a private contractor who knows what, I agree
with Bill it certainly saves money if they can hire people as cheaply
as possible, but what type of commitment do they have to the job.
And don’t you think it would be pretty easy for a terrorist group
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who wanted to harm our military members to infiltrate a low-paid
private contractor and have some people working at that New Jer-
sey bulk mail center and put some terrorist bombs or whatever
they may decide to use in the military mail to be shipped over to
Iraq and Afghanistan? It is just unconscionable to me that, for the
sake of saving money, you would do something like that.

The delivery of mail, how do you know what these private con-
tractors are doing once they walk out the door of the Post Office?
Are they opening mail? Are they taking credit card applications
and filling them out in someone else’s name? That is the identity
theft aspect of it.

The airport mail facilities, why would you possibly, with Home-
land security—and let me just say this: we are not asking you to
interfere with collective bargaining and we are not asking you to
get involved in collective bargaining. At least I am not, from the
mail handlers perspective. But it is a different Postal Service after
2001, it is a different world after 2001, and we are asking you to
look at the ramifications of this subcontracting out in light of the
security concerns.

One other point that I want to make. It came up earlier about
the right to strike. The Postal Service yes, we are not allowed to
strike. Our members have to perform their duties. What do you
think would happen if a private company subcontracted, big on a
network of airport mail facilities, and all of the sudden their em-
ployees became disgruntled? A strike by a private company is not
prohibited, and they could shut down the Nation’s airmail system.
It is just ridiculous.

Mr. PITTS. I echo a lot of what a lot of my predecessors have said
here. One of the big issues that I see is the accountability of who
is carrying the mail. In our craft, the rural craft, you have a regu-
lar carrier, then you have a relief employee who backs that person
up. On a day-in, day-out basis the Postal Service knows who is tak-
ing care of the mail. Whereas contractors get the contract, they
subcontract to any and everyone to carry the mail. So I think there
is a big risk out there with people handling valuable documents,
as I said in my testimony, that there is no way you can pinpoint
who was delivering the mail there on a given day, so it is a security
issue and the sanctity of the mails. It is a big-time problem, and
it could really get out of hand.

Mr. BURRUS. Security is a major issue with subcontracting, but
I don’t want this committee to misunderstand its scope. It is not
just what’s here today. All of the mail, most of the transportation
of mail is done by contractors. All the airline transportation is by
subcontractors, not by postal employees. So the mail is interacting
with private citizens who are not responsible to the U.S. Postal
Service every day. So I think it raises serious security issues. I
agree that they are imbedded in the fact that the Postal Service
does not control the individuals, and they have no allegiance to the
system, itself. But it doesn’t just begin and end with delivery.
There is subcontracting in transportation, the processing, with the
equipment, MTEC systems.

We have for years fought this issue in collective bargaining, in
other forums where we could join with the Postal Service and ad-
dress them jointly, and we have had some wins. Priority mail, they
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contracted the entire system out to the private sector. We con-
vinced the Postal Service to bring it back in. Now postal employees
perform that function.

We looked at encoding systems, 25,000 jobs. We didn’t come to
Congress to ask your intervention on remote encoding. We went to
an arbitrator, convinced the arbitrator that it was not consistent
with our agreement, they brought the jobs back in.

There have been a number of hours reaching agreement with the
U.S. Postal Service in 1996, 1998, somewhere in that general time-
frame, to ban all contracts for a period of 2 years. We reached that
agreement at the bargaining table. There would be no new contrac-
tual initiatives. That time has now elapsed and they are now con-
tracting even more.

But my message is this has been done at the bargaining table.
What I am afraid of, if you get the appetite to decide issues entirely
in the Postal Service, issues that are mandatory subjects of bar-
gaining, where does it end. Does another constituency come to you
next year on an issue that I am opposed to an you entertain it be-
cause you have broken the egg, you started to get involved in the
process, itself.

I don’t want to come before you to defend my no lay-off cause,
my cost of living adjustment, because somebody came and said ask
the Congress to intervene for whatever reasons. They will dream
up their own reasons. But I don’t want you to put yourself in a po-
sition that now you have entertained involvement in the process.
Where does it end? Does it begin and end with subcontracting?
Fine. I am onboard if it begins and ends. But if you can’t give me
that assurance, I don’t want to return here a year or 2 years from
now where I am facing other issues that I have addressed in collec-
tive bargaining and you have a different view.

Mr. DAVIS OF ILLINOIS. Thank you very much.
Mr. Sarbanes, I believe you are next.
Mr. SARBANES. Thank you, Mr. Chairman.
I appreciate the testimony of all four of you. Thank you. And the

issues you have raised are ones that are of deep concern to me.
The notion that contracting services out will lead to more effi-

ciency is really a philosophy that has been embraced by the admin-
istration we have in place now and many of their friends. There is
plenty of evidence that the efficiencies are not there. There is even
evidence that the cost savings are not there, although, as you de-
scribed, if you are going to hire through private contract and people
don’t have health insurance who are low-paid, who are temporary,
etc., it is impossible not to get some cost savings from it.

One of the things that drives me crazy is that the failure to prove
out the notion that private contracting produces more efficiency ac-
tually proves out or fulfills another prophecy that is at work, and
that is to demonstrate somehow that good government and good
government services or quasi-government services can exist in this
world. There is a group of folks out there that want to debunk the
notion of quality service coming from Government, governmental
functions. So even if it doesn’t work out that they can show that
contracting out works better, that is OK, because if it works worse
then they can say, see, Government doesn’t function properly, so
they get you coming and they get you going.
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The issues you have raised about security, training, other rea-
sons why it makes sense to have the work force of the Post Office,
the traditional work force of the Postal Service in place I think are
compelling.

As this Congress begins to look across the board at whether this
compulsion to contract services out makes sense, I think it is very
fair for you to push for the notion that the push back against that
ought to start with an organization like the Postal Service, because
I think it is unique. I think its relationship to the public is unique,
and I think that there is a bond there and a trust, as you say, Mr.
Young. Once that is eroded, it is very hard to get it back. So we
have to be very vigilant about it.

My question is this: can you comment on the impact it has on
the morale of the remaining work force to have these services con-
tracting out, because that is relevant, too.

Mr. YOUNG. Yes, I can. Before I do that, I would just like to
make two very brief, quick points.

Point No. 1, if I was successful in convincing this Congress to do
what I have asked you to do this morning, put a ban against con-
tracting out, I do not pick up a single job for the men and women
I represent. The jobs would go to Donnie Pitts’ organization be-
cause his craft works somewhat cheaper than ours, and when they
do the cost analysis he will end up with this work. Bill Young will
not end up with the work.

I disagree vehemently with Mr. Burrus. I am not asking you to
get involved in collective bargaining. We are talking about public
policy here now. The Postal Service is a Government function that
is in the Constitution of the United States, and we are talking
about how it is going to be conducted. In the same way as he has
the right to go to Congress and say stop these big discounts, I don’t
think they are justified, we have the right to say is this the kind
of Postal Service you want.

It has a tremendously negative effect on the men and women I
represent. Let me show you how, Congressman, and thank you for
asking.

Our Union has been a cooperative Union. When Postal Service
announced that they were going to implement the sortation of de-
livery mail with machinery, we went in there and said let us be
your partner, let us do it together, let us help you together, and
we did. We negotiated a series of memos that established rules that
we could use and we tried to make that process roll out just as
easy as we could.

How do I now, knowing what I know in the Postal Service, what
Jim Miller and Jack Potter is going along with for obvious reasons,
what they want to do with the Postal Service, how do I now go to
the men and women I represent and say help the Postal Service.
They are trying to get rid of you. they want your job. They are
going to contract out your job, but help them. Help them imple-
ment this new flat sorter that they have sort of over-estimated the
savings on. And I will say it right here in this Congress, they will
never achieve $900 million worth of savings with the flat sorter,
not because we are going to stop them. They do the same thing
every time. When they go to the Board of Governors to get approval
of a large amount of funds—and it cost a lot of money to implement
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those flat sorters—they overestimate the ROI, the return on invest-
ment, and then we and the managers that sit behind me are stuck
trying to implement this policy and make it work.

Speaking of these managers behind me, there is going to be an
other panel after ours, is there not?

Mr. SARBANES. Yes.
Mr. YOUNG. Please ask them what they think about contracting

out. If this was an NALC issue, if this was just an employee issue,
why would all these organizations be supporting us? And it is my
information that each and every one of them support us and think
that this path that the Postal Service is on for contracting out will
not serve the Postal Service well in the future. But you get the in-
formation from them. I don’t speak for them.

Mr. HEGARTY. If I could answer that, as well, for the mail han-
dlers, I echo Bill’s comments. We have several cooperative pro-
grams that we engage in with the Postal Service. One of the oldest
is the quality of work life process, where mail handlers and man-
agers get together in quality circles and work on problems, on the
workroom floor to improve service, to eliminate redundancies in op-
erations. That has been going on for 25 years.

Most recently, the voluntary protection program, which is a coop-
erative effort through our Union, the APW, OSHA, and the Postal
Headquarters, we go into facilities, we make sure it is a safe place
to work. We are saving the Postal Service millions of dollars and
saving our members the heartache and the physical pain of getting
injured on duty.

The same thing with the ergonomic risk reduction program. We
have committed headquarters employees, and I know some of the
other unions have, as well, to go out in the field and train in the
field and put good practices into place in postal facilities so that
our members are not injuring themselves in repetitive motion type
injuries through ergonomic improvements in the workplace.

You asked how does it affect morale. This is the certificate of ap-
preciation that the mail handlers received at the New Jersey Inter-
national Bulk Mail Center for processing that military mail. If I got
one of these certificates of appreciation back in 2005, I probably
would have framed it and put it up in my office or in my home and
been very proud of it. But when the Postal Service told me that
they were subcontracting that operation, I probably would have
taken it down and thrown it in the trash. That is how I think it
affects morale.

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Sarbanes.
Mr. PITTS. May I add something to it?
Mr. DAVIS OF ILLINOIS. Yes, go ahead, Mr. Pitts.
Mr. PITTS. Our craft, the rural craft, is a little unique in that we

have career employees and relief employees who fill in, rural car-
rier associates, some PTFs. The rural carrier associates are not ca-
reer employees; however, they do have the opportunity at some
point to become a career employee. You talk about morale? That is
where the problem is for us in our craft, because you have employ-
ees who are working diligently, hoping some day to become a ca-
reer employee, and they see these new developments coming into
play, and then what happens? The Postal Service is trying to con-
tract out this work. It is territory that under normal circumstances
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would be added to either rural delivery or seated delivery, but it
impacts our craft in that morale to have some contractor working
right beside them making a lot less money with no benefits, getting
territory that would have been a route and a career position for
those employees.

So it does have a big impact on morale inside the Post Office, as
well as service to our patrons out there because, as a rural carrier,
when you serve a route you have an extended family. That is the
patrons that you serve out there. They know who you are, even the
relief employees. They are there. They are dedicated. They work
just about every week. But you earn a trust with those people, be-
cause they know you by name. They come to your house and visit
you when your family is sick or when you have a death in the fam-
ily. They are your extended family. So it is a big issue that we need
to keep in mind when the contracting out arrives, because it is not
for the good of the Postal Service. It is to the detriment of all of
us.

Thank you.
Mr. DAVIS OF ILLINOIS. Thank you very much.
We will shift to Delegate Norton.
Ms. NORTON. Thank you, Mr. Chairman.
It was most interesting to see that this contracting out theme

was, indeed, that, a theme in virtually all your testimony, when
there might have been other things you might have spoken about.
I think we have to take that seriously.

I am not sure that this committee has the answer to it, but I do
want to note for the record, Mr. Chairman, the irony that maybe
the Federal Government has discovered something about contract-
ing out. This is this morning’s business page of the Washington
Post. I couldn’t help but notice something that came up at me
about OPM suggesting retirement reforms and suggesting some-
thing we certainly don’t do in the Federal sector, whereas you
might have thought that these jobs might have presented oppor-
tunity to contract out.

The kinds of things OPM, this administration, is suggesting is
phasing in retirement rather than having the baby boomers desert
the Federal Government all at one time because they are afraid of
finding replacements. I recognize that the Postal Service is more
like a private business than it is like the Federal Government, but
understand who is the granddaddy of all users of contractors is the
Federal Government.

Instead of saying here’s an opportunity now to really go, here is
OPM saying let’s try to keep a Federal work force. And 60 percent
of the Federal workers will be eligible for retirement in the next
10 years, and it doesn’t say only the very skilled scientists, it says
Federal employees, period. It says that they want to be able to
counter job offers and to allow people to work on a limited basis
and still retain their full pension. It is just most progressive and
interesting, and it comes from an administration where you might
think that this is an opportunity to do more contracting out.

Now let me say this: contracting out is not a Republican thing.
We have seen that in Democratic and Republican administrations
go full throttle. This is a very difficult issue now.
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If it becomes a culture more than what seems to be a process al-
ready far along, at least in some parts of the postal service, then
we are seeing another granddaddy of all contracting out controver-
sies, because that is what has developed.

Now, first, Mr. Chairman, I am concerned about what I can only
call the absence of candor in the management witnesses here. Did
they not know that we would have Union? We always do. We al-
ways balance. I mean, did they think we wouldn’t find out by call-
ing it something else? I am very concerned about that, and I think
we need to call them to account because if they are not even telling
us about the contracting out that is going on we are already off on
the wrong foot on the question of accountability, which is a primary
concern of this committee when it comes to contracting out.

Now, I also would be very concerned, Mr. Chairman, if our re-
form legislation, which ultimately the Unions came to accept, was
a cover for contracting out. If there is to be contracting out, hey,
look, we are big boys and girls. We have seen the Government do
a lot of it. Our major concern with it has been accountability. But
we don’t need people to think we don’t know about it and then it
springs up.

And when I say springs up, Mr. Chairman, I happen to have be-
fore me a document that surprises me, in light of the fact that we
had very little detail from prior witnesses about contracting out of
the kinds of Postal Services that are represented by these employee
organizations. I am amazed to see that, as of the end of 2004, the
number of routes—city, rural, all routes—242,342. I would think
somebody would tell us about that. Number of deliveries,
142,319,788. Doesn’t sound like a small number to me.

Apparently, like every important large business, the Postal Serv-
ice is in the process of analyzing and expanding contracting, but it
had very little to say about that to us, even to the point of discuss-
ing potential new routes.

Why do I have to get this document not from the witnesses on
the first panel, but I will not tell you how I got it, but I got it. Why
do I have to find out only when I can’t cross examine them, Mr.
Chairman, that current delivery routes in the city, for example,
518. Now, here is their document saying expected new deliveries in
the next 10 years—now, understand the number, going from 518
to 4,940,000. That is just city. rural goes from 495 to 12,350,000,
and it goes on. Very, very concerned, this first oversight hearing,
Mr. Chairman, to find that out through a document that did not
come as part of the testimony so that we could up front, just like
I asked the question, hey, look, is this holding operation or is tech-
nology going to overtake us because no amount of raising the
amount of stamps or other costs is going to do it. I need to know
it so that we can think about it.

Now, I must say to you, gentlemen, I have a problem. The chair-
man raised some of it in the beginning. I talked about ‘‘right-
sizing’’ and so forth. I mean, even the IG talked about right-sizing.
And we know that there are planned retirements, and that is one
good way, I guess of right-sizing, as long as you can keep doing the
job, 113,000 or something retirements, assuming—and that is al-
ways a problem—that they will have people in the right place.
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But I understand what Mr. Burrus says about two-tier systems,
because the private sector is spawning them everywhere. The only
real answer I see even coming kind of online is what some unions
and truly large corporations are trying to do about health care. I
mean, with the manufacturing sector of the United States going
out of existence largely because of health care, people are finally
understanding that if health care is related only to employment
and those who happen to have good unions get good health care,
to then be passed on as a cost of doing because, then that employer
is disadvantaged, it would seem, with the private sector with whom
you compete, and, of course, the unions can’t be expected to say
don’t do health care. So now you finally have business getting to-
gether with unions trying to figure out a national health care sys-
tem.

We need your advice. You have some difference among your-
selves about how we should go at it, obviously, for contracting out
as it exists now. That is, I take it, a collective bargaining issue. For
new services, such as in the cities and the suburbs, I take it they
have a free hand in that.

How has the Congress gone in this? Well, mostly not, but to the
extent that we are now getting into it, we are concerned about the
issue that the ranking member has raised. In a particular service
are there new issues of security raised post-9/11 that we can deal
with?

The second issue is one that we have never gotten a hold of, and
we saw it boom into a hideous plant after the Iraq war, and that
is accountability. The larger enterprise, the less the accountability
that the Government itself is able to bring or that even the Con-
gress can bring. Imagine, if you have somebody employed by you
and you know what he is doing every day, he is accountable. But
if, in fact, this unit is outside of you altogether, unless you are
going to be doing the same thing that you would be doing if he was
your employee, which is keeping track of him every day, then huge
parts of what he does is nothing you are going to know anything
about.

I do all that prefacing to say this: in light of the fact that I can
only think about two security issues, one which has been raised by
the ranking member, and I am not sure how they would deal with
that one. In light of the ‘‘right-sizing issues’’ that even in the best
of services—and Postal Service is doing much better now—you face,
it does seem to me you have a run-away problem here.

I think we need to be informed of how the postal service and per-
haps the unions, perhaps the unions by themselves, somebody has
to think it through before it becomes a bigger hippopotamus in the
room than it already is, because I do not readily see a way for us
to control it or for you to control it, at least for new businesses,
some of which you said is really quite terrifying here. After a while
you are going to find people saying something is new that you
never would characterize as new, so you are going to get into cat-
egorization.

I think the burden on us all is to say if not this, what, since the
way the Congress is likely to go at it is accountability and security.
Meanwhile, it continues to grow. If not this, if not off-loading bene-
fits, racing to the bottom, which obviously has affects on the qual-
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ity of workers, but who cares. The two-tier work force in the Fed-
eral Government has grown like nothing else. We have people sit-
ting side by side. If not that, I think the burden on us all who have
seen the monster of contracting out is to say then what, because
if we don’t have a then what I believe it is going to continue to
grow.

Mr. DAVIS OF ILLINOIS. Thank you very much, Representative
Norton.

Ms. NORTON. I would like to know if anybody has a then what,
just before they go.

Mr. PITTS. I would like to say, Ms. Norton, I feel your pain
because——

Ms. NORTON. You are going to feel it even more.
Mr. PITTS. Well, when you are talking about information from

the Postal Service that keeps us up to date, we, too, struggle with
that. Also, I think you heard earlier today comments made that the
CDS routes were put into being because of postal reform. I am here
to tell you that is not the truth. CDS routes have been here prior
to postal reform issues, and you heard them say that I think the
past 5 years the growth in highway contracts, CDS, is about 2 per-
cent, but in the same sentence saying that in 2006 it grew from 2
percent to 6 percent, which is 4 percent, so there is a big issue
there.

Also, I meant to say a while ago when I was talking about relief
employees in our craft, do you know that the Postal Service is re-
quiring our RCAs, our relief employees from the National Rural
Letter Carrier Association, to go out and carry some of these con-
tract routes because they don’t have contractors on them and forc-
ing them to do that, and we have a national level grievance on
that. So they are saying you don’t need the work, but we are going
to use your employees.

So it is a big-time issue with us, as well as I know my counter-
parts up here, and we are here today to try to come to some kind
of reasoning as to what we can do to stop this. It was never a prob-
lem. The almighty dollar is not the answer to everything. Service
to our people is the big issue. It is appalling to me to have a letter
sent from my home State of Alabama to Alexandria, VA, to take
10 to 12 days.

Mr. Davis, the letter that you sent to me about this committee
meeting and testimony, I received it yesterday. It was dated April
5th. I received it on the 16th.

We have to put service back in the Postal Service. You give the
people the product they want and the service they want, they will
pay the price. Give us the service. That is what we need to focus
on, and CDS is not the answer.

Mr. DAVIS OF ILLINOIS. Thank you very much.
We do have a couple of additional panels, and we are going to

try to get Mr. Lynch in now.
Mr. LYNCH. I will try to be brief, Mr. Chairman. Thank you for

the opportunity.
President Burrus, President Young, President Pitts, and Presi-

dent Hegarty, I sincerely wish I had as good a relationship with
every president in Washington as I do with you folks. [Laughter.]
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Let me just say an observation and then a quick question. One
is I think that, as a Postal Service, as a service that provides such
an important service to so many Americans, I think there is a high-
er standard that we should hold ourselves to, and I include the
Postal Service in that. It is instructive when the officials from the
U.S. Postal Service talk about the need to have workers not have
health care and that in order to be competitive they want to pay
people as low a wage as is humanly possible without any regard
for the quality of life of those people, and that the ability to avoid
paying pensions and benefits to those workers is the way to go.

I see what is happening in the Department of Homeland Security
with our screeners where they are doing that, and I see a continual
revolving door in those employees and the quality of service going
down and down and down, and the morale in that area is just de-
plorable, and I see the pattern continuing here in the way the Post-
al Service is treating its employees. I think this country will be far
worse off if that is allowed to proceed.

I, for one, will stand in the way and try to defend the rights of
our workers to have a decent wage and decent retirements and de-
cent health care.

I want to go to the hazmat issue. I was elected on September 11,
2001. That was my election day, the Democratic primary. After I
got elected, we had the whole problem with the anthrax in our Post
Offices, tragedy here in Brentwood. But I agreed to go and visit
every single Post Office and every bulk mail facility in my District.
It took a few months to do it. I had no idea how many facilities
I had when I said that, but with the good help of a lot of my folks,
some of whom are here today—I know Kathy Manson from the
Norfolk and Plymouth Labor Council is here. She is a vice presi-
dent of the AFL–CIO. Lola Poor with the Boston branch of the
APWU is here. Don Sheehan, a great friend of mine from the
Brockton—I represent the city of Brockton—the Brockton APWU;
Bob Losey from the Mail Handlers; John Casioano from the Na-
tional Letter Carriers—they took me personally from facility to fa-
cility and introduced me to all the workers, just trying to get a
sense on what changes we could make to safeguard our employees.

So we went in there, and over the next couple of years we made
some changes at the larger facilities regarding protection: safe-
guards first of all for our employees, safeguards that would protect
someone in the event of an anthrax attack; detection methods at
the big postal services, the GMF in Boston, where my sisters both
work. We went and looked at that. There are also issues of quar-
antine in the event that there is an attack, making sure that em-
ployees don’t go home and contaminate their families or other
workers. And then, of course, decontamination and treatment.

I just want to know, you have all got workers in these facilities,
and this is something that you are all, from the rural carrier to the
city carriers to the mail handlers to the postal clerks to our super-
visors and our Postmasters, you are all affected here, and so are
the families that you serve.

What is the status right now in terms of that whole process in
our cities and towns?

Mr. BURRUS. The comfort level of the employees is way advanced
from what it was following 9/11. The Postal Service has imple-
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mented some safeguards for the employees. The employees, them-
selves, are not aware of the holes in those safeguards. The employ-
ees really aren’t 100 percent protected to day, but the comfort level
of the employees, themselves, has increased dramatically. The em-
ployees no longer day to day think about poison in the mail.

Mr. LYNCH. Is that because of the passage of time, where people
haven’t had——

Mr. BURRUS. It is the passage of time and the equipment that
has been installed to provide them some level of protection. It is
not absolute, by any stretch of the imagination. We are still work-
ing at the national level trying to find ways of providing additional
protections, but as far as the employees are concerned, they are
much more comfortable than they were on 9/12.

Mr. HEGARTY. I’d like to thank Congress for approving the fund-
ing for some of the bioterrorism detection equipment that has been
installed in the postal canceling machines in most of the large and
mid-sized facilities so that when the letters come through this
equipment is very highly able to detect chemical or biological
agents.

I also would say that we have worked with the Postal Service at
the headquarters level on a continuing committee called the Mail
Security Task Force, and all of the unions and management asso-
ciations have representatives on that task force. Some of their work
obviously can’t be shared with the public, because there are some
security concerns.

But I believe the Postal Service has done a pretty good job devel-
oping protocols, training. We have had a number of stand-up talks,
almost weekly, with employees on the workroom floor with the su-
pervisors telling them what to do in case of an emergency, not just
a biological but also suspicious-looking packages, parcels, etc., and
have developed some tabletop exercises where they actually phys-
ically demonstrate what to do and what not to do in something like
that happening.

That is a long way from the months or maybe even the first year
after the anthrax attacks, when some powder would spill out on a
table and the supervisor—there have been horror stories that he
tasted it and said, ‘‘Well, that is not anthrax, don’t worry about it.
Go back to work.’’ So we have come a long way since those days.

Mr. YOUNG. Mr. Congressman, I explain it just a little bit dif-
ferent. The men and women that I represent, Donnie said it, they
kind of mesh with the community, and they realize that they live
in the world that we live in. I think everybody’s world changed on
September 11th, maybe not as dramatically as yours. I didn’t real-
ize that was the day you were elected. Congratulations. But outside
of that, not too much positive happened on that day, I might also
say to the Congressman.

Mr. LYNCH. Thank you.
Mr. YOUNG. But, anyway, my point is simply this: the world

changed when that event occurred. The men and women that I rep-
resent, they just take it as their responsibility, because they are
meshed with those communities, to do their share in regard to
that. So it is not like I had to talk people into going into work. It
is not like I had to beg people to go to work. They got up and they
went to work the next morning because they realized that seeing
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our members out on the streets, seeing his members out on the
street, seeing the clerks at the Post Offices brings a sense of nor-
malcy to the American society. We just feel like we were just doing
our part.

Are they scared? I am sure they are. Do they recognize it as a
hazard? I am sure they do. But they are committed, dedicated peo-
ple, which is one of the reasons why I wake up every morning and
try to do my job, because that is my job, to represent them in a
manner that shows favorably upon what they do for this country.

Mr. LYNCH. Thank you.
Mr. PITTS. And I think awareness is a lot better today than it

was prior to 9/11. Even in our craft, especially in the rural areas
with the pipe bombs that were placed in mailboxes, there is an-
other problem, but the carriers are aware of situations and they
know what to look for today. So I think overall awareness is a key
to it.

But I again echo what Bill said: during the 9/11 crisis and the
anthrax, the people of the Postal Service held this country together.
They brought unity because they were the connecting person. And
the Hurricane Katrina areas down there, you saw city carriers, you
saw clerks, you saw mail handlers, you saw rural carriers all com-
ing to the office. They may not have had an office, but they were
there doing what they could. Did you see any contract people
there? Probably not.

Mr. LYNCH. Let me just say in closing I don’t think that the Post-
al employees have been ever properly thanked for the way that
they responded to both those crises, and I just want to say that we
in the Congress appreciate the work that has been done.

I yield back, Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Lynch.
I don’t think I have any further questions. Mr. Marchant, do you

have any further questions for this panel?
Mr. MARCHANT. No, Mr. Chairman.
Mr. DAVIS OF ILLINOIS. Then let me thank you gentlemen very

much. We understand. I think we hear you. We hear the passion,
we hear the concern that you have expressed relative to the con-
tracting out. I can assure you that this committee will give ample
attention to it, very serious attention to it, and we hope that we
will arrive at a resolution, as I indicated earlier, that is, indeed,
amicable.

Let me also just acknowledge, as you are leaving, the president
of the Chicago APWU. I see my good friend Sam Anderson.

Sam, it is so good to see you.
Also, Mr. Hegarty, my good friend Hardy Williams asked me to

say hello to you if I saw you today. I saw him on Sunday.
Gentlemen, thank you very much.
We will proceed to our next panel. Gentlemen, let me thank you

for your patience and the fact that you are still with us.
Let me just introduce our witnesses. Mr. Dale Goff is in his 36th

year with the Postal Service. He began as a postal assistant in
New Orleans and has been a National Association of Postmasters
of the United States [NAPUS], member and a postmaster for 26
years.
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Mr. Charlie Mapa is president of the National League of Post-
masters. He has been postmaster at Gold Run for 21 years and is
currently on leave from that position to serve with the League.

And Mr. Ted Keating is the president of the National Association
of Postal Supervisors [NAPS], which represents the interests of
35,000 postal managers, supervisors, and postmasters employed by
the U.S. Postal Service. Mr. Keating assumed the presidency of the
association in 2004 upon the death of President Vincent Palladino
and was elected to continue serving NAPS in that capacity in 2006.

Gentlemen, we are delighted that you are here.
If you would rise and raise your right hands, we will swear you

in and we can proceed.
[Witnesses sworn.]
Mr. DAVIS OF ILLINOIS. The record will show that each one of you

answered in the affirmative.
We will begin with Mr. Goff.

STATEMENTS OF OSCAR DALE GOFF, JR., NATIONAL PRESI-
DENT, NATIONAL ASSOCIATION OF POSTMASTERS OF THE
UNITED STATES; CHARLES W. MAPA, PRESIDENT, NATIONAL
LEAGUE OF POSTMASTERS; AND TED KEATING, PRESIDENT,
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS

STATEMENT OF DALE GOFF

Mr. GOFF. Good afternoon. I am Dale Goff, president of the Na-
tional Association of Postmasters of the United States. I know that
the hour is late, and I understand that my more-detailed statement
will be included as part of the official hearing record, so on behalf
of my 40,500 members I am honored to have the opportunity to
summarize the key points of my submitted testimony.

I know that we have done so previously, but please include our
Nation’s postmasters among the many groups who have congratu-
lated your diligence and success shepherding the new postal legis-
lation to enactment.

The 2006 law will help steer the Postal Service on a new course
which we believe will benefit the mailing community, the 9 million
individuals who work within the postal industry, including our own
postal employees, and the Postal Service, itself.

The keystone of our collective efforts will be the preservation, if
not the enhancement, of universal mail services. This goal is predi-
cated upon continued consumer confidence, residential and busi-
ness, and the integrity of our national postal system. Postmasters
are the linchpin in delivering this achievement.

The community-based Post Office is where the product meets the
consumer, either through retail window service or through manage-
ment of the countless city and rural routes throughout the country.
Expected regular and universal postal services with appropriate
community input have been the hallmark of our Post Offices. Fail-
ure to meet this criteria is a recipe for failure.

I must digress a little bit from my words here, but I have heard
many times this morning about Hurricane Katrina. I lived Katrina.
I know what the Postal Service did the day after Katrina passed
and what we did for the customers back at home and how our em-
ployees responded.
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Mr. Chairman and committee members, post offices and the vital
services they provide will be condemned to mediocrity or worse
without adequate staffing. Postmasters have been raising this issue
for years. I must comment that this issue of staffing is not a local
decision, as we heard this morning. Admittedly, in some instances
upper level postal management has responded, more out of a sense
of embarrassment and urgency than of responsibility. For example,
please note the pressure it took for the Postal Service to take reme-
dial actions in areas such as Chicago and Albuquerque. It should
not be so difficult to make necessary staffing accommodations.

Postmasters with inadequate staffing are left few options: send
carriers out after dark to deliver the mail or deliver the residual
mail themselves, again after dark; close window service during the
hours that may be most convenient for many of our customers; or
reduce window service, resulting in long wait times.

Moreover, the excessive hours that postmasters dedicate to serv-
ing their customers adversely affects morale and productivity.

Postmasters believe that Congress has a vital role to play in en-
suring that the intent of the new law, that quality mail service is
fulfilled, and safeguarding the historic mission of universal, acces-
sible, and affordable mail service.

The Postal Accountability and Enhancement Act will prove to be
the success that most of us hope if we exploit the opportunities the
new law creates, price and product flexibility, realized only if the
Postal Service and the Postal Regulatory Commission, as they col-
laborate on implementing flexible rates and bringing innovative
products to market. These actions will help generate new postal
revenue.

Mr. Chairman and members of the subcommittee, when history
renders its grade on Public Law 109–435, it will judge us on how
well we continue to provide postal services which our constituents
expect and demand, nothing more, nothing less.

Thank you. I will welcome some questions afterward.
[The prepared statement of Mr. Goff follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much.
We will proceed to Mr. Mapa.

STATEMENT OF CHARLIE MAPA
Mr. MAPA. Chairman Davis, Ranking Member Marchant, mem-

bers of the committee, thank you for inviting us to appear before
you today.

My name is Charlie Mapa, and I am president of the National
League of Postmasters. I welcome this opportunity to appear before
you today at this subcommittee’s very first postal hearing. With
your permission, I would like to submit my testimony for the record
and then proceed to briefly summarize it.

At the outset, I would like to say how pleased I am that Congress
has seen fit to reconstitute a Postal Service Subcommittee. Your
work is very important, as you can see from the proceedings before
we came onboard.

Mr. Chairman, the first thing I would like to do is to thank you
and all the Members of Congress, including Congressman John
McHugh, for passing the Postal Accountability and Enhancement
Act of 2007. It will save ratepayers billions upon billions of dollars
per year over the next decade.

The League is also pleased that the Postal Accountability and
Enhancement Act did not negatively affect small, rural, or inner
city Post Offices. Local Post Offices are icons in rural America and
not to be tampered with.

While the long march toward postal reform is over, in some re-
spects the most challenging task lies ahead. With the type of lead-
ership we have at L’Enfant Plaza today, I am sure we will continue
to make good progress. To this point, the critical issue in the future
is going to be how top postal management manages its mid-level
managers and its mid-level resources, including most postmasters.

As I detailed in my written testimony, I have two issues of con-
cern. The first is the negative heavy-handed micro-managing cli-
mate that we see in many districts. As important as that is, I
would like to skip, due to expediency and the fact that everybody
has been here all day long, and talk about another issue that is
very dear to my heart and I know to my colleague, Dale, in terms
of the workload of postmasters. Many districts ignore the normal
work week and expect postmasters to be at their Post Office 6 days
a week, 8 to 10 and sometimes 12 hours a day, day after day, week
after week, year after year, working 45 hours per week constantly
is one thing. Working 50 hours a week constantly is another. Work-
ing 60 hours a week is yet another, and it is something that inevi-
tably leads to burnout. Seventy-hour work weeks are even begin-
ning to appear.

Why are postmasters working longer? Much of it is because of
the critical staffing shortages that have become epidemic across our
country, and these postmasters are doing the work of carriers and
clerks, in addition to their own work. In the short term the Postal
Service saves money; in the long term, once the burnout sets in,
it does not.

If the Postal Service is going to reach the heights of higher effi-
ciency that the new postal law envisions, this is going to have to
change.
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This concludes my oral testimony.
[The prepared statement of Mr. Mapa follows:]
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Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Mapa.
We will go to Mr. Keating.

STATEMENT OF TED KEATING

Mr. KEATING. Thank you, Mr. Chairman. It is a pleasure to be
here with you today and represent the 35,000 postal supervisors
and managers throughout the country.

Rather than read a statement, since it is late in the day, I want
to concentrate on two issues that we already discussed here today,
the Chicago-type issues of operations and the contracting out issue.

Today it is Chicago that is in the limelight. A year ago it was
California. Letter carriers in California were delivering mail at 9,
10, and 11 at night. The Post Office continued to deny there was
a problem until Congress got involved. One year ago today I at-
tended a convention in California where the vice president of the
Postal Service at that time—he is now no longer with us—said in
his opening remarks, ‘‘We are no longer going to delay mail in Cali-
fornia. We are going to fill vacancies and hire where needed.’’ Mi-
raculously, when they did that all the problems in California went
away.

The issue of staffing, which my colleague has addressed, is a
major concern. I believe I, too, will be going to Chicago at their re-
quest. I believe that is part of the problem in Chicago, not the only
problem, but it is definitely a part of it.

You have to trace it back to the source. Why would a manager,
as was inferred today, local managers do not hire. Why would they
do that? Why would they not hire when they have the ability? I
think you have to look at our pay system. We have a pay for per-
formance system in effect, which rewards good numbers. So if you
don’t hire, you carry vacancies, your numbers are going to be bet-
ter. We are chasing numbers in a pay for performance system.

My members have benefited from pay for performance. We have
gotten good payouts. But I would ask at what price. Service, in my
opinion, has definitely suffered. What is happening in Chicago now
is going to be somewhere else next month or 2 months from now.
As I told the Postmaster General recently, there are more Chicago’s
out there; we just don’t know about them yet.

I would ask you to look at the root cause of staffing and hiring
in the Postal Service and relate that back to the pay for perform-
ance system that is in effect. One is really a direct cause of the
other.

The other issue that has been discussed in quite length here is
the issue of contracting out. Like my Congressman from Massachu-
setts, I, too, come from a postal family—three clerks, letter carrier,
my father was a railway mail clerk. I am very proud of my service
to the Postal Service. I am going to retire for 2 years now. I con-
tinue on as president because I love what I do.

I completely agree with the testimony you heard from the unions
here today about the contracting out. It will be the death knell of
the Postal Service.

The letter carrier is one of the most respected people out in the
field. That is what the public identifies with. The idea of contract-
ing that out to me, as a management person, is of heart. We need
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your oversight into that issue, I believe, because it is not going to
change through the collective bargaining or arbitration process.

I am glad to see these committees brought back. I hope you will
continue the process. I spent most of my career in finance. When
you are in finance you see a lot of things that go on behind the
scenes in the Postal Service. Believe me, from my 40 years experi-
ence this is a company that definitely needs oversight, and I urge
you to continue that role.

Thank you very much.
[The prepared statement of Mr. Keating follows:]
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Mr. DAVIS OF ILLINOIS. Thank you, gentlemen, very much.
I will begin the questioning.
Mr. Mapa, as I listened to your testimony, you made it sound

like the postmasters are working like politicians, 60 or 70 hours a
week. I am sure that they are, indeed. But my question to you gen-
tlemen is the same question that I asked Mr. Burrus earlier: the
Service has set a goal of reducing work hours. I mean, they are
talking about 40 million. How do they do that or how do we get
that kind of reduction without creating other kinds of problems
with service, with delivery? What is your take on this reduction?

Mr. KEATING. As far as reducing work hours, we say more power
to the Postal Service. We want to operate more efficiently. How-
ever, if you look at what is happening with postmasters and super-
visors, can you really say that we are saving work hours if you are
calling a work hour an hour that is worked. If you are talking
about paid hours, yes, you are reducing those, but in the case of
the higher-level or medium-level postmasters and supervisors,
what is happening is they are taking up the slack. They are step-
ping into positions where they are having to do the work of their
rural carriers, their city carriers, and their clerks because they
don’t have the staffing. They are working off the clock. At 40 hours
and 1 minute, they are not getting any more pay. Any of the craft
employees that you listed to this morning, at 40 hours and 1
minute they are on overtime.

Postmasters don’t mind some of that. What is happening is that
the Postal Service is now depending on the fact that the post-
masters are going to be taking up the slack, and so they just work
it into their budget. And they are assuming that the postmaster
will be there to make up for 5, 10, 15, 20 hours during the week.
I know that my friends in the supervisor ranks are going through
the same sorts of things.

Mr. DAVIS OF ILLINOIS. Mr. Goff, let me ask you if you would re-
spond to that same question.

Mr. GOFF. Yes, Mr. Chairman. We heard a little bit this morning,
too, in the testimony from Mr. Potter about the transformation,
and we heard about what we did on the transformation. That $40
million equates to, if I remember right, 20,000 career positions in
the Postal Service. Sir, I can tell you now we need those 20,000 po-
sitions to day. We are already short those 20,000 positions, and we
are going to need those in the future as the deliveries grow.

Now, we can do everything we can, and we have for 5, 6, 7 years
now, where we have saved money. We lived up to the trans-
formation. We all buckled up our shoes, tightened our belts, and we
did what we could. But eventually you can’t transform any more.
That transformation is starting to lead to mutation, and that is
what is happening.

We can save money in many different ways. Let’s look at some
of the other areas that we could save, instead of cutting the posi-
tions where we have to serve our constituents back at home.

Mr. DAVIS OF ILLINOIS. Thank you very much.
Mr. Keating, I think you were very explicit in your testimony rel-

ative to your feelings about contracting out and also about perform-
ance based compensation. Do you think that performance based
compensation can really work the way that some proponents say?
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Mr. KEATING. My personal opinion is no. The Postal Service has
proven that.

Can I expand on what your question to Mr. Goff was, too? During
my 40 year career in finance it is always is this a budget year or
is this a service year. That was always the joke in finance. You
can’t continue to reduce and cut and cut year after year without
affecting service.

As we sit here this morning, and it is earlier in Oregon, I can
guarantee you that postal supervisors and postmasters in Oregon,
because of the contracting out issue, postal supervisors and post-
masters are sorting mail and delivering mail because they will not
give that to the NALC or the rural organization because if they do
they will own it. They are holding it for the contractor. But in that
lag time between when that contractor comes on board there is no-
body left to deliver the mail other than the postmaster or super-
visor.

Mr. DAVIS OF ILLINOIS. Well, thank you, gentlemen, very much.
I will yield to Mr. Marchant for any questions that he might

have.
Mr. GOFF. Mr. Chairman, before you move on, on the contracting

out issue, I have supervised contract routes for 27 years now, and
I can tell you, to sum it up in one short phrase, you get what you
pay for, and that is just what it is with the contract routes. You
get what you pay for.

I have had contractors walk in on their first day and leave on
the first day. I have had contractors stay 2 days and leave. But I
have also had some great contractors that worked for me. I had one
lady that worked 42 years as a contractor. When Aunt Mimi calls
up and says, can Arlene bring me a gallon of milk, that looks favor-
able on the Postal Service. Fantastic person. She should have had
a career with the Postal Service and not worked all her time carry-
ing her babies until the day that they were born that she was de-
livering mail. But also I can tell you I have had some bad, bad ex-
periences with the contracting.

Mr. DAVIS OF ILLINOIS. Thank you very much.
Mr. Marchant.
Mr. MARCHANT. Thank you.
I have a couple of questions, but what do you find the biggest

challenge is in the past year that you have encountered since the
postal act has been passed, in your day-to-day life?

Mr. GOFF. I guess, since I have been here, not being every day
back at home in the office, one of the challenges that I see is that
we are told that everything is changing because of the new law
that was passed. I was here. I am one of the few that was here
back in 1970 when the Postal Service was created. We survived
that. We not only survived it; we got stronger. I look for that same
vision with the new law that has been passed. We will survive this.
We will get stronger as an organization. But it is just so many
things that we are being told that, because of the new law, this is
what we have to do.

I know the intent of us working with this bill for the last 10 or
12 years was not that when it passed that we would have this case
on us all the time saying the new law says this, you have to do
it this way, you have to do it that way. We have been doing our
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job, and this new law is supposed to enhance that. That has been
probably the most troubling part since the law has been passed.

Mr. MAPA. Now that law passed since I came here in August,
and, like Dale, I have been coming back to Washington with the
National League of Postmasters for 12 or 13 years trying to enact
some law that covered postal reform. Everybody at this table sup-
ported postal reform from one extent to another. We are very
happy to see that postal reform is here. It will supposedly open up
and free the way that the Postal Service can do business.

We are looking forward to those sorts of things. Some of the re-
strictions that were on the Postal Service made it very difficult for
them to compete, very difficult to come up with a new product, very
difficult to move into the 21st century.

That being said, I don’t know if anybody from this morning could
have told you or can still tell you what is it going to really give
us. We are anticipating that good things will come of it. We are
hoping that we can minimize the things that we don’t like. But
something had to change, and we are very hopeful that postal re-
form is the way that we need to go.

Mr. KEATING. Well, I have been here 9 years, and you can’t
blame postal reform for some of the changes that are taking place.
I think it is a convenient excuse. The staffing issues that we have
been talking about have been here for 4 or 5 years. The issues in
California that I talked about, they had nothing to do with postal
reform. It is management. It is postal management throughout the
country that needs to be changed, and that is what we are trying
to do. We are talking to the Postal Service about what we see as
the issues. I will give them credit. They are talking to us. We are
trying to make some changes. But there is a lot of micro-manage-
ment going on. Again, it is attributed, from my perspective, back
to a pay for performance system that rewards those that get the
numbers in this country, regardless of how they get the numbers.

Mr. MARCHANT. A question for Mr. Goff. In your testimony you
mentioned problems with staffing items. Do you think complying
with section 404 of Sarbanes-Oxley will be a problem?

Mr. GOFF. I would say that the more we get into the staffing
shortages and the postmasters, as Mr. Mapa said earlier, we know
they are out there delivering mail, they are separating mail in
their office, and they are doing different things like that. That
takes away their time from the administrative duties that they are
supposed to do. So as they are doing more of that, yes, they get in-
volved in the Sarbanes-Oxley and the things that we are supposed
to do in our offices to comply with that. And I know that we are
a small part of that law for the Postal Service, but it will affect us
and it will affect on how we deal with that.

Our primary mission is to deliver the mail, and that is what we
should be doing, and if we are doing that and we don’t have the
employees to take and deliver that mail and we are doing that job
for them, then we don’t have the time to do those administrative
duties.

Mr. MARCHANT. And, just as a last comment, I represent a dis-
trict that is about 15 suburban cities now that were all little farm-
ing communities before the Dallas-Fort Worth Airport was built.
Now they are all 50,000 or 60,000 people in these towns. Now some
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of them have hit their peak and are declining. As a Congressman,
I deal with the issue. Just last Friday I was in the little town of
Cedar Hill, and the mayor confronted me with the complaints that
he as the mayor was receiving about the service in the Post Office,
not the delivery out in the neighborhoods but the actual staffing
and the workload that was taking place in the actual Post Office.

What we are finding is that, as our parents are getting older,
they like to physically go to the Post Office. I mean, this becomes
a part of their routine. It is part of their life, depending on when
the mail is going to come to the house. So I think that even in the
most regressive of districts, and I have that, I have growing subur-
ban towns, the Post Office is something that our cities and commu-
nities need. They are putting new machines in. Some of the older
people are afraid of the machines. They don’t know how to use the
machines. As Congressmen, we really are in this as a partnership,
because when the Post Office is not living up to the expectations
of the American people, the first thing they do is pick up the phone
and call their Congressman.

I have had very good luck in sitting down with postmasters and
management and letter deliverers and just sitting down and work-
ing through a couple of specific problems. I appreciate the willing-
ness to do that. But as Congress looks at this problem, looks at the
implementation of all this modernization, this Congressman still
realizes that the Post Office is a very, very important part of the
American culture. I don’t know that my constituent will know what
a contract person is or not, and I know as postmasters that this
issue of a contract person not having a career, not being part of the
organization, and yet his or her behavior begins to reflect on your
behavior.

I am very open to these hearings, Mr. Davis. Mr. Chairman, I ap-
preciate being included in them. I appreciate your patience today
with all of this.

Thank you.
Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Marchant. I

want to thank you for coming to participate. We all know the dif-
ficulty that you had getting here, but, nevertheless, you were able
to make it before we ended.

I also want to thank not only this panel but all of our panelists.
I also appreciate the audience for your tremendous patience. This

has been a rather lengthy hearing. We we also wanted to get a
good overview and a good look at what is taking place in our Postal
Service and what it is going to take to actually implement the new
reform legislation that was passed last year.

I want to thank all of the witnesses and Members who attended
the hearing today. We expect that we are going to have the dialog
continuing.

The hearing record will remain open for 7 legislative days for any
additional statements or comments.

I want to thank the staff for putting together all of the extensive
information that we have had gathering all of the statements and
for their preparation for the hearing, which has consumed all of
our time up to this point. Now we are ready to go and do some
other things for the rest of the day.

With that, the hearing is adjourned. Thank you all so very much.
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[Whereupon, at 2:32 p.m., the subcommittee was adjourned.]
[The prepared statements of Hon. Wm. Lacy Clay and Hon. Jan-

ice D. Schakowsky, and additional information submitted for the
hearing record follows:]
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